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ON SOME APPLICATIONS OF THE THEORY 
OF INTERNATIONAL TRADE. 


No ECONOMIC system has been more variously esti- 
mated than that of Ricardo. When first promulgated, it 
was received with acclamation by those who were con- 
versant with the subject; and it soon became the stand- 
ard of “orthodoxy.” At a later time, it has been bitterly 
assailed, and even declared to be “a detected intellectual 
imposture.” The prevailing opinion now is probably a 
kind of mean between the views of pronounced followers 
and extreme opponents. Economists, while fully recog- 
nizing the limitations and defects of Ricardo’s method, 
are still conscious of his services in developing particular 
parts of economic doctrine. The foregoing statem-nt is 
more especially true of the theory of international trade 
usually associated with the name of J. S. Mill, but which 
in its broad features can be clearly traced back to Ricardo. 
Recent writers are ready to admit the value of this side 
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of his work, and to treat it as an essential part of 
economic theory. 

Under these circumstances, it may be of interest to 
consider some applications of that theory which lie quite 
apart from the hackneyed and tiresome free-trade contro- 
versy, and which are moreover of considerable practical 
importance. 


I. 


The celebrated seventh chapter of Ricardo’s Principles, 
which contains the authoritative exposition of his views 
on this subject, is, like all his writings, developed from 
a few leading propositions. It is evident that his method 
of composition was, in treating of each topic, to expand 
some fundamental principles which he had previously 
obtained by analysis of economic facts. In the case of 
foreign trade, these principles are three in number; 
namely, (1) that international trade increases wealth, but 
does not add to the sum of value (which, contrary to the 
opinion of Cairnes, he undoubtedly regards as a quantity), 
since exports and imports are equivalent; (2) that cost 
of production does not determine values in foreign as it 
does, in his view, in domestic exchanges; (3) that the 
distribution of money is such as to establish the terms 
of exchange that would be found under a system of pure 
barter. 

It is to the last of these propositions and to the result 
of its application to some modern problems that I desire 
more particularly to draw attention. As stated by Ri- 
cardo himself, it runs as follows : — 

Gold and silver having been chosen for the general medium of 
circulation, they are, by the competition of commerce, distributed in 
such proportions among the different countries of the world, as to 
accommodate themselves to the natural traffic which would take place 
if no such metals existed, and the trade between countries were 
purely a trade of barter.* 


* Works, ed. M’Culloch, pp. 77, 78. 
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The truth of this proposition as a statement of what 
generally happens has not, I believe, been questioned by 
any careful student. It really means that the use of 
money does not alter the fundamental laws of value, since 
the circulating medium is simply a contrivance for facili- 
tating exchanges. Those who hesitate to accept the prop- 
osition in its general application need only be referred to 
the lucid expositions of the doctrine given by J. S. Mill 
and President Walker.* 

But, though Ricardo’s law as to the distribution of 
money is not absolutely rejected by any competent 
person, there is a disposition to argue that it needs 
to be qualified and limited. This contention, stated con- 
cisely, is somewhat to the following effect : — 

If certain assumptions are granted, the Ricardian theo- 
rem is undoubtedly sound; but, where these assumed con- 
ditions are absent, the proposition is untrue, and serious 
evils may be caused by its failure. The conditions needed 
for the realization of the Ricardian law are (a) the exist- 
ence of competition and (4) the use of a common standard 
of value. In the case of trade between nations where 
competition is firmly established, and which possess the 
same standard of value, the terms of exchange will be 
those which would obtain on the hypothesis of barter 
pure and simple; but, when we come to deal with the 
foreign trade of large regions, in some of which “ custom 
is not yet in its dotage,” ¢ and where different standards 
of value are to be found, then, the conditions which 
Ricardo assumed not being present, his theory fails to 
interpret the facts as we meet them; and it is conse- 
quently a dangerous line of conduct to rely on the action 
of the ordinary economic forces to remove evils arising 
from trade disturbances. The actual relations of Europe 
with Eastern countries furnish a case in point, where 


* Mill, Principles, iii. 21, § 2; Walker, Political Economy, p. 132 et seq. 
tJ. 8S. Nicholson, Money and Monetary Problems, p. 356. 
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concerted State action may remedy an evil that otherwise 
would not even tend to disappear, and in regard to which 
we cannot follow Bagehot in advising “to endure the 
evil for the present, and to have confidence that the slow 
action of economical causes will in the end cure it.” * 

As this contention seems to me to rest on a complete 
misapprehension of the real meaning of Ricardo’s views, 
and is at the same time of an apparently formidable 
character, it is desirable to carefully test it. So far as 
the existence of custom is concerned, it may at once be 
said that, beyond question, the conditions of international 
trade may be seriously affected by the prevalence of 
customary terms of exchange. A nation with fixed and 
inelastic prices will be very likely to suffer in trading 
with countries in which competition is the sole regulator 
of transactions. It will probably sell cheap and buy 
dear, thus benefiting its neighbors and losing gain that 
would otherwise accrue to itself. This admission does 
not, however, in the slightest affect the truth or value 
of Ricardo’s theorem; for exactly similar events would 
take place under a trade of barter. The customary 
country would find it easy to trade in respect of 
those commodities which were by it undervalued, and 
would readily receive those to which its scale of values 
gave too high an estimate. Customary values, indeed, 
closely resemble values artificially fixed by State action, 
—the difference lying solely in the power that sanctions 
them,— and we need not go beyond the history of double- 
standard currencies for examples of the effect of com- 
petitive trading in articles whose value is settled by 
a permanent rule. The form of currency has no addi- 
tional effect on the course of trade in the case of nations 
any more than in that of individuals. The exchange 
between Jacob and Esau (like that between Diomede 
and Glaucus) was an unfair one; but the interposition 


* Depreciation of Silver, p. 17. 
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of a medium of exchange would not have increased the 
original unfairness of the bargain. It may, too, be 
remarked that international trade is exactly that branch 
of economic action in which custom has the least chance 
of enduring. Its rule is nearly certain to be that of the 
market; and “the law of the market” is, as Maine has 
shown, the great dissolvent of custom, tending to destroy 
it even in dealings between kinsmen, where it would 
otherwise be most likely to persist. Nor is it true in 
fact that Eastern prices are based on stable custom. All 
recent evidence goes to show that in India so-called 
“customary” prices are very often in origin competitive, 
and are further slowly adjusted to suit altered conditions 
of supply and demand.* 

Passing from the consideration of the action of custom 
in retarding the due adjustment of the conditions of 
international trade, we come to the far more important 
class of cases where there is not a uniform monetary 
standard; and here we at once meet with an apparent 
difficulty. As ordinarily expounded, the Ricardian law 
is operative by the passage of bullion from country to 
country, in order to bring prices into such relations as 
will cause trade to conform to it. But with different ma- 
terials employed as money, the mode by which this can 
be accomplished is not quite evident. When two trading 
countries use the same money-material, it is easy to follow 
the process of distribution; e¢.g., if the trade between 
England and the United States be not such as would 
exist under the régime of barter, a movement of bullion 
will be necessary—and, we may add, sufficient — to 
bring about the needed change. Nor is the case es- 
sentially altered by the countries having different stand- 
ards, so long as some third country has the materials 
of both those standards in effective circulation at a fixed 
ratio. Thus the trade between England and India was 


* Marshall, The Present Position of Economics, pp. 48-50. 
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facilitated by the power of drawing on the supplies held 
by France in consequence of her bimetallic system; and, 
bullion being always obtainable in this indirect mode, the 
process of adjustment was substantially the same as if a 
common standard existed in the trading countries. In 
the absence of any link of this kind, it would appear 
that the objectors had made out a prima facie case. A 
disturbance of “the equation of international demand” 
between England and India cannot now be met in this 
convenient way, and the ordinary principle seems there- 
fore to fail. Any such conclusion would, however, be 
mistaken, as a closer examination of the actual course of 
trade shows. When trading countries have a common 
standard, the fluctuations in the movements of imports 
and exports are checked by the variations in the value 
of bills of exchange, these variations, when extreme, in 
turn causing the passage of bullion, which is the final 
corrective. In trade between nations with different 
standards, though this ultimate regulator is absent, its 
place, as might be inferred, is taken by another. “The 
proximate condition determining international exchange 
is,” in the words of Cairnes, “the state of comparative 
prices in the exchanging countries.”* Comparative 
prices in countries with the same standard depend, 
ceteris paribus, on the proportion of money held by 
each.f 

When the standard is not the same, comparative prices 
are affected by a further element; namely, the ratio 
between the different standards. Given American and 
English prices in dollars and pounds respectively, we 
can compare them if we know the quantity of metal in 
each of those coins; but, to compare English and Indian 


* Leading Principles, p. 387 (first edition). 

t Ricardo very clearly lays down this principle: ‘‘ That commodities would 
rise or fall in price, in proportion to the increase or diminution of money, I as- 
sume as a fact which is incontrovertible.’” Works, p. 326, note. 
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prices, in addition to the weight and fineness of the 
pound and rupee, we have to ascertain the relative value 
of gold and silver. Changes in the ratio which these 
metals bear to each other act directly on comparative 
prices, and bring about the very results that would be 
caused by the passage of bullion in the case of countries 
using the same metal for their standard. There is little 
difficulty in tracing the steps by which the adjustment 
is carried out. Suppose that a gold-standard country — 
say England— has a favorable balance of trade with one 
using silver,—say India,—then bills in England on 
India will be at a discount, and those in India on 
England at a premium. If both countries had the same 
standard, the premium on bills in India would not— 
unless in exceptional circumstances— pass beyond the 
specie-point, since liabilities would be discharged by 
sending bullion in preference to buying bills at an ex- 
cessive premium. When the standards differ, the cur- 
rency of the creditor country will have to be procured 
for transmission; and, being merely a commodity, its 
value, as measured in the money of the debtor nation, 
will rise. If the condition of trade producing the favor- 
able balance were normal, then the higher value of the 
creditor nation’s money —in the supposed case, gold — 
would become definitive, and that higher price would 
be the change in the ratio which is the desired condition. 
If it were merely temporary, the rise in the silver-value 
of gold would tend to correct the course of exchange, as 
Indian importers would take it as one element in their 
calculations, and reduce imports; while the parallel fall 
of silver in England would check exports and encourage 
imports. So far, we have supposed that the disturbance 
of the equation of international demand has arisen from 
altered trade conditions. It may also be due to causes 
directly affecting money. Thus suppose that gold is 
appreciating in England: the lower gold prices will 
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stimulate exports and limit imports; but the favorable 
balance resulting will soon be corrected in the mode 
above described by a change in the ratio between the 
two standard metals. The other possible cases may be 
treated on similar principles, and with like results, afford- 
ing the general conclusion that, in the case of trading 
countries with different standards, alteration of the ratio 
between those standards is the normal mode of adjusting 
a disturbance, which, if the countries had the same stand- 
ard, would be remedied by the passage of bullion, and 
that consequently the former process exemplifies, instead 
of falsifying, Ricardo’s theorem. 

Professor Nicholson in a recent volume* has forcibly 
urged that, “in discussing the question of the effects of 
money on international trade, the old theory constantly 
takes ‘the precious metals’ as a unit,” and that, when this 
error is detected, we must allow that a change in the 
ratio between gold and silver may produce effects which 
the theory of Ricardo and Mill utterly fails to explain. 
Recognizing fully the great ability of the essay in which 
this point is raised, I yet cannot see that the true Ricar- 
dian position is really affected. First as to the error in 
regarding the precious metals as a unit. It is possible 
that Mill held this belief, but there is evidence to show 
that Ricardo did not. Both in his High Price of Bullion 
and in his Reply to Bosanquet, he points out that there 
cannot be a fixed and invariable par between gold and 
silver; f and he declares that the ratio had lately changed 
from 143 to153.t In his Proposals for an Economical and 
Secure Currency, he gives as one of his reasons for prefer- 
ring the silver standard that all other countries used it.§ 
These statements tend to prove that, in his opinion, the 
two metals, though both used as currency, were yet in 

* Money and Monetary Problems ; especially the concluding essay, ‘‘ Causes 

‘ov its in G Prices,” pp. 332-375. 
tSee Ricardo’s Works, pp. 274, 311. t Ibid., p. 272. § Ibid., p. 403. 
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certain respects to be treated as distinct. We may go 
farther, and conjecture that, had Ricardo been called on 
to consider the present relations of gold and silver, he 
would have treated the problem in the same mode that he 
actually adopted for the —in his time — burning question 
of inconvertible paper issues. Were it otherwise, if Ri- 
cardo had failed to indicate the proper mode of applying 
his principles to a case not brought prominently under his 
notice, it would only remain for his followers to supply 
this comparatively trivial omission. 

The foregoing discussion has, it is hoped, sufficiently 
shown that there is no essential alteration produced in the 
phenomena of international trade by the employment of 
different standards; but a special case, particularly dwelt 
on by Professor Nicholson, deserves fuller notice,* — 
namely, that of a change in the ratio between the stand- 
ards, trade conditions remaining unaltered. Thus suppose 
the value of silver in gold-using countries to suddenly ° 
fall, owing to causes entirely apart from the circumstances 
of international trade; may not this change affect for 
years all the commercial relations of the countries under 
consideration? The answer to this argument from the 
Ricardian stand-point is quite evident; namely, that a 
permanent change of the kind is a priori impossible. Sup- 
pose a great and sudden fall in the gold value of silver, 
other things remaining the same, and beyond question 
all available silver would be exported from the gold 
standard countries; while the coincident discount in 
bills on the countries using silver would check exports 
and encourage imports. It may, however, be alleged 
in rejoinder that this theory (now usually ascribed to 
Bagehot, who of course took it directly from Ricardo) 
is not in accordance with the facts of Anglo-Indian trade. 
Silver in abnormal quantities has not passed to the East, 
and Indian exports have not so far exceeded imports as 


* Money and Monetary Problems, p. 369 et seq. 
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they ought to have done. Any appeal to facts is, how- 
ever, obviously inconclusive as an argument, since it 
cannot be shown that there are no other new conditions 
in operation: indeed, the very fact that the predicted flow 
of silver to the East has not taken place of itself goes far 
to prove that trade conditions must have altered. Bage- 
hot’s theory (to adopt Ricardo’s account of his own doc- 
trine) simply “takes for granted that, whenever enormous 
profits can be made in any particular trade, a sufficient 
number of capitalists will be induced to engage in it who 
will, by their competition, reduce their profits to the 
general rate of mercantile gains. It assumes that in the 
trade of exchange does this principle more especially 
operate.” * No appeal to supposed contradictions of fact 
can overthrow “a theory which rests on so firm a basis of 
experience.” At the utmost, an inquiry for some addi- 
tional and disturbing force is suggested. To suppose 
that silver could fall from 60 pence to 42 pence per 
ounce, except as the result of some deep-seated altera- 
tion in the conditions of trade, is nearly as incredible as 
that one part of a sheet of water could be permanently 
much below the level of another part. 

It is important to notice that the expression “ conditions 
of trade” has to be taken in a wide sense. Any forces 
operating on the demand and supply of gold and silver 
will so far tend to disturb the comparative values of those 
metals, and therefore to affect trade between gold and 
silver using countries. This liability to be acted on by 
various causes is in reality nothing abnormal. Exactly 
similar phenomena are to be found in the case of trading 
nations with a common standard; e.g., the Australian and 
Californian gold discoveries for many years influenced the 
whole course of international trade, and it is almost cer- 
tain that, had those discoveries not immediately followed 
the adoption of a free-trade policy by England, the latter 


* Works, p. 309. 
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event would have caused a noticeable redistribution of the 
existing stock of money.* The only peculiarity is in the 
form by which adjustment is finally established. In brief, 
we may conclude that the ratio between gold and silver, 
like the distribution of money in a monometallic group of 
countries, is the result, not the cause, of international trade 
conditions. The key to any actual situation lies in the 
Ricardian proposition, “ That the money of each country 
is apportioned to it in such quantities only as may be 
necessary to regulate a profitable trade of barter”;} and 
the realization of this condition will be found under any 
monetary system. 

The application of the foregoing considerations to the 
existing bimetallic controversy is plain. No line of ar- 
gument has been more effective than that which contends 
that by the abandonment of the double standard system 
a stable par of exchange between gold and silver standard 
countries has been lost, and that trade in such cases is 
reduced to the primitive system of barter. Bimetallists 
have vigorously denounced the legislative mistakes that 
have deprived one important branch of trade of the facil- 
ities which money affords, and have called for a return 
to a more rational system. This argument loses a great 
deal of its force when we remember that international 
trade is and always must be a trade of barter, to which 
fundamental condition all monetary systems are neces- 
sarily adjusted. It then merely amounts to the complaint 
that certain facilities for trade are reduced by the destruc- 
tion of the bimetallic par of exchange. For the mechan- 
ism of European trade with the East, the fixed ratio of 
silver to gold may have been a convenience, as would be 
also a uniform system of currency for the world; but its 


*Mill (Principles, iii. 21, § 3) points out clearly that the distribution of 
money is altered “‘ by everything which affects the trade in other commodities 
so as to derange the equilibrium between imports and exports.’’ 


t Works, pp. 79, 80. 


: 


12 QUARTERLY JOURNAL OF ECONOMICS 


loss is and can only be a diminution of convenience, not 
a primary force. Given the same operating agencies, 
the same conditions of commerce and industry, and simi- 
lar results will be reached under any currency arrange- 
ments. The existence of a bimetallic linking system 
may disguise, but it cannot remove, the results which 
changes in the state of trade, including under that term 
changes in the quantity of money, will necessarily bring 
about. The great discoveries of gold referred to above 
produced effects as wide-reaching as can well be imagined, 
in spite of the compensatory action of the French double 
standard. If, during the last fifteen years, other things 
being the same, the Latin Union had strictly adhered 
to its original policy, instead of falling prices in England 
and stationary prices in India, we should probably — or 
almost certainly — have seen stationary prices in Eng- 
land and falling ones in India, producing exactly the 
same effects on international trade as those so much 
debated at present. It is hardly necessary to add that 
the social and political consequences of lowered Indian 
prices, and their influence on the economic development 
of that country, would present quite as grave and difficult 
a problem as anything that has actually taken place. 


Il. 


In another direction, the theory of international trade 
and its proper interpretation is of considerable negative 
service. A number of writers who have escaped the 
error of attaching undue importance to currency changes, 
endeavor to explain the alteration in the ratio of silver 
to gold by reference to the conditions of international 
indebtedness.* They argue that, since India, besides 
her ordinary liabilities for imports, owes large sums to 


*See more especially T. J. Pollard, The Indian Tribute, Calcutta, 1886, and 
the article by Mr. W. M. Wood on “ India’s Unadjusted Trade Balance,” 
Political Science Quarterly, December, 1887. 
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England on various extra-commercial accounts, this 
annual charge hinders the natural flow of silver to the 
East, and keeps down the gold price of that metal, and 
that consequently the terms of international exchange 
are rendered disadvantageous to India. This position 
is supported by an appeal to a remarkable passage of 
J. S. Mill’s Political Economy (which is indeed the 
source from which the opinion has been derived). To 
do justice to the argument, it is necessary to give 
Mill’s statement in his own words: — 


Before closing this discussion, it is fitting to point out in what 
manner and degree the preceding conclusions are affected by the 
existence of international payments not originating in commerce, 
and for which no equivalent in either money or commodities is 
expected or received: such as a tribute, or remittances of rent to 
absentee landlords or of interest to foreign creditors, or a govern- 
ment expenditure abroad, such as England incurs in the manage- 
ment of some of her colonial dependencies. To begin with the case 
of barter. The supposed annual remittances being made in com- 
modities, and being exports for which there is to be no return, it is 
no longer requisite that the imports and exports should pay for one 
another: on the contrary, there must be an annual excess of exports 
over imports, equal to the value of the remittance. If, before the 
country became liable to the annual payment, foreign commerce was 
in its natural state of equilibrium, it will now be necessary, for the 
purpose of effecting the remittance, that foreign countries should 
be induced to take a greater quantity of exports than before: which 
can only be done by offering those exports on cheaper terms, or, in 
other words, by paying dearer for foreign commodities. The inter- 
national values will so adjust themselves that, either by greater 
exports, or smaller imports, or both, the requisite excess on the side 
of exports will be brought about; and this excess will become the 
permanent state. The result is that a country which makes regular 
payments to foreign countries, besides losing what it pays, loses also 
something more, by the less advantageous terms on which it is forced 
to exchange its productions for foreign commodities. 

The same results follow on the supposition of money. Commerce 
being supposed to be in a state of equilibrium when the obligatory 
remittances begin, the first remittance is necessarily made in money. 
This lowers prices in the remitting country and raises them in the 
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receiving. The natural effect is that more commodities are exported 
than before and fewer imported, and that, on the score of commerce 
alone, a balance of money will be constantly due from the receiving 
to the paying country. When the debt thus annually due to the 
tributary country becomes equal to the annual tribute or other 
regular payment due from it, no further transmission of money takes 
place; the equilibrium of imports and exports will no longer exist, 
but that of payments will; the exchange will be at par, the two 
debts will be set off against one another, and the tribute or remittance 
will be virtually paid in goods, The result to the interest of the 
two countries will be as already pointed out: the paying country will 
give a higher price for all that it buys from the receiving country, 
while the latter, besides receiving the tribute, obtains the exportable 
produce of the tributary country at a lower price.* 


Though this passage has hitherto —so far as I know — 
escaped criticism, it yet seems, along with an element of 
truth, to suggest an erroneous interpretation of the actual 
effects of international indebtedness,— the result probably 
of not carefully examining the various steps of the process 
by which the relations of countries are adjusted. Let us 
consider the former part of the passage. When dealing 
with a state of barter, we must, in accordance with 
our supposition, hold that the “tribute” is paid in some 
specified commodity or commodities. To suppose with 
Mill that it is paid in commodities in general is tacitly 
to assume the existence of a standard of value. More- 
over, the amounts of the commodities so paid do not 
enter into the international bartering. There is (1) a 
payment of debt which stands by itself; and (2) there 
is, or there may be, an interchange of commodities. To 
take a simple case: Suppose that, of two countries, one 
(A) owes the other (B) 100,000 quarters of corn, and that 
the conditions of comparative cost are such that no trade 
can be profitably carried on between them: then it is 
plain that A will pay 100,000 quarters of corn, and B 
will receive them, but that there is no place for additional 
oss or gain on either side. Next, suppose that B would 


* Principles, iii. 21, § 4. 
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need 100,000 quarters, but, having obtained them in pay- 
ment of debt, needs no more. In this case, A loses the 
profit which she would have derived by the exchange 
of the said corn,—i.e., she loses the commodities that 
would have been given in exchange for it, and which, 
if she now needs them, she must produce for herself 
on more onerous terms. B may, however, need 150,000 
quarters: 100,000 of these she will get in the form of 
tribute, and therefore has to procure only 50,000 through 
the medium of exchange. It is hardly doubtful that she 
will get this smaller amount on more favorable terms, 
and so far Mill’s belief is substantially justified. He 
has, however, omitted an important qualification. B, 
having got 100,000 quarters without cost, is the better 
able to purchase: her sum of incomes is higher. It 
is therefore possible that she may desire to take a greater 
quantity,— say 200,000 quarters, purchasing 100,000. 
This increased demand would affect the terms of ex- 
change to her disadvantage, and would so far counteract 
the loss incurred by A.* The introduction of a number 
of commodities makes it more likely that B will extend 
her demand; for, though she may not desire more corn, 
she will almost certainly apply a part of her increased 
income in the purchase of foreign (#.e., A’s) productions. 
If, in the case of the single commodity, corn, her demand 
increases to 250,000 quarters, then A’s disadvantage 
would cease; and this result, though hardly conceivable 
in respect to one article, is not so when many commodities 
are the subject of trade. The existence of several other 
trading countries will also tend to improve A’s position. 
B will naturally employ its increased income in obtaining 
larger supplies, derived from various countries, that will 
in turn be paid by A. 


*In another connection, Mill notices this point. ‘‘ The richest countries 
ceteris paribus, gain the least by a given amount of foreign commerce: since, 
having a greater demand for commodities generally, they are likely to have 
a greater demand for foreign commodities, and thus modify the terms of inter- 
change to their own disadvantage.” Principles, iii. 18, § 8. 
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As might be foreseen, “the same results follow on the 
supposition of money.” Suppose that A owes B £1,000,- 
000 annually. This debt is a claim in the hands of B, 
which increases her purchasing power, being added to 
the amount of that power otherwise derived. To the 
extent that B’s demand for foreign products through the 
use of her exports is reduced by this application of her 
claim and the terms of exchange are thereby rendered 
more favorable to her,—so far, and so far only, does A 
lose. It is plain that, under the actual conditions of 
trade, any effect of the kind must be insignificant. The 
fluctuations of the terms of international exchange are 
confined within comparatively narrow limits, owing to 
the competition of different countries and the enormous 
number of commodities dealt in; while, within those 
limits, the special force under consideration can have 
but little power. It is also doubtful whether Mill is 
correct in asserting that the quantity of money will be 
increased in the creditor and reduced in the debtor coun- 
try. The sum of money incomes will no doubt be higher 
in the former; but that increased amount may be expended 
in purchasing imported articles obtained by means of the 
obligations held against the debtor nation. The total 
imports, as on the supposition of a state of barter, can be 
analyzed into two parts,—(1) that sent in payment for 
debts, and (2) that given in exchange for exports,—so 
that there will be no place for the employment of addi- 
tional money. Nor does it follow that the scale of prices 
will be higher in the creditor than in the debtor country. 
The inhabitants of the former, having larger money in- 
comes, will purchase more at the same price, and thus 
bring about the necessary excess of imports over exports. — 

It would, on the whole, appear that Mill’s doctrine as 
to the disadvantageous effect of international indebted- 
ness is only true under certain conditions, and, then, that 
the effect is trifling. Any attempt, therefore, to use the 


THEORY OF INTERNATIONAL TRADE 17 


doctrine in order to explain the fall in the gold value of 
silver and the movements of the Eastern exchanges is 
quite inadmissible. “It may be true that, were there no 
council bills or other extra-commercial payments, Eng- 
land’s demand on India for ordinary exports might be 
somewhat greater, and that those exports would, in con- 
sequence, command slightly better terms; but to seek to 
account for the revolution in the conditions of Indian 
trade by this agency is to lose all sense of proportion. 
It implies a complete absence of power to estimate the 
comparative importance of economic forces; and it cer- 
tainly in no way follows, as its supporters seem to main- 
tain, from the Ricardian theory of international trade. 
That theory emphasizes the broad facts that trade between 
countries is beneficial; that it is carried on within the 
limits set by comparative cost; that it is not affected by 
the value of the circulating medium; and that such 
agencies as taxation, indebtedness and the like, are merely 
minor disturbing forces, which can be rightly treated as 
subordinate. There is nothing in the phenomena of East- 
ern trade which in the slightest tends to weaken this the- 
ory; and we may, therefore, adhere to it with confidence. 


C. F. BAsSTABLE. 
UmiIvERSITY OF DUBLIN. 


THE DEPRECIATION OF FARMING LAND. 


WITHIN the last fifteen years, the market value of 
farming land in the Eastern and Middle States of our 
Union has undergone a remarkable decline. There are 
no available statistics wherefrom any strictly scientific 
estimate of the amount of this decline may be made.* 
The reports of tax assessors class together all land ap- 
praisals under one head, wherein the enormous apprecia- 
tion of city property much more than offsets the depre- 
ciation of property devoted to agriculture alone. It 
appears evident, also, that the later assessment valuations 
of farming land are in no proportion to its actual depre- 
ciation. The forthcoming national census will probably 
show some measure of this depreciation, although it is 
exceedingly doubtful whether it does so to anything like to 
the full extent. Owners, particularly those wishing to sell, 
or whose holdings are mortgaged, always value their prop- 
erty above rather than at the current price. The census of 
1880 shows an increase in Eastern and Middle State farm 
valuation over the census of 1870, estimating the latter 


*The Report of the New York State Assessors for 1887 declares that, ‘‘ in 
the central and southern counties, comprising the greater portion of the State, 
lands devoted to agricultural purposes have, during the last fifteen years, de- 
preciated in value from 10 to 20 per cent.”” Ata late meeting of the Board 
of Equalization, one of the State Assessors submitted a report alleging that 
“in every county there has been a depreciation in values of farm property of 
from 15 to 30 per cent. The Massachusetts State Census for 1885, as compared 
with the same census for 1875, shows an increase in the value of the cultivated 
land of that State, which cultivated land constitutes 24 per cent. of the whole, 
of 4.95 per cent. ; a decrease in the value of uncultivated land, which consti- 
tutes 40 per cent. of the whole, of 12.53 per cent.; and a decrease in the value 
of woodland, which constitutes 36 per cent. of the whole, of 14.12 per cent. 
Of 693 farms, at the rate of about 80 to each county, from which the Connect- 
icut Bureau of Labor Statistics obtained valuations in the year 1887, the aver- 
age value per acre was $41.98. The average valuation per acre of the total 
farming land of the State of Connecticut, according to the National Census of 


1880, was $49.69, 
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in gold; yet, although not so marked as during the ten 
years now drawing to a close, there was a very consid- 
erable decline in the price of farming land within those 
States during the former ten years. 

While, therefore, no one is in possession of sufficient 
data to afford mathematical proof, it is believed that those 
familiar with the subject will bear out the assertion that, 
except in the vicinity of cities and large villages, farming 
land in the States mentioned has depreciated during this 
time, on an average, fully twenty-five per cent., or one- 
quarter, and, when remote from transportation, or adapted 
only for grazing, or run down in soil or equipment, has 
become difficult of sale at any price. In some sections, 
notably in New England, this depreciation took place 
earlier, and everywhere had begun before the time speci- 
fied ; for, although it is during the last fifteen years that 
their effect has become generally visible, the causes lead- 
ing to this depreciation have been in operation for a time 
more than as long again. Among these causes are com- 
monly reckoned the competition of the West, the pur- 
chase of land during the inflation period, the high price 
and changed conditions of labor, the weight of taxation, 
the discriminations and extravagant charges of railway 
companies, the impoverishment of the soil, the increased 
expense of living, and a general disaffection towards the 
agricultural life. Some one or more of these causes have 
brought about a large increase in the number of those 
wishing to sell and a large diminution in the number of 
those wishing to buy Eastern and Middle State agricult- 
ural holdings. An inquiry into these causes is the pur- 
pose of this article. 

The reason most often heard is that of Western compe- 
tition. The planting of new land, assuredly, has always 
made less profitable the tillage of land already planted 
since men planted at all. So far, however, as Eastern 
agriculture suffers from the bringing into cultivation of 
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new land, it will be found that, according to the census 
reports, the percentage of increase in the area of farming 
land throughout the whole Union was greater between 
1850 and 1860 than it was between 1870 and 1880, be- 
yond which percentage it will hardly have increased be- 
tween 1880 and 1890. Population increased in very 
nearly the same ratio during each of the foregoing dec- 
ades, as did also the production of agricultural staples 
and the export demand therefor. The average price of 
farm produce in the Northern United States for the last 
fifteen years, save always between 1862 and 1872, is not 
below the average of former years. If wheat, maize, and 
the other cereals have ruled lower, butcher’s and smoked 
meats, hay, and dairy products have ruled higher. What- 
ever advantage the Western husbandman possesses in 
lower-priced, more fertile, and easier tilled land is offset by 
the Eastern husbandman’s lower rate of interest, smaller 
outlay for machinery, less waste, and more thorough cul- 
tivation. The average yield per acre of wheat and of 
maize is as great in the East as in the West; and any 
butcher will testify that prime Eastern fatted beef or 
pork is equal, if not superior, to the Western product. 
The great wheat-growers of Dakota and California, as 
well as the Territorial cattle-ranch proprietors, do, indeed, 
have the same advantage over the proprietors of smaller 
holdings that any other enterprise employing a hundred 
has over one employing a half-dozen hands; but they at 
the same time undergo greater risk, the failure of a single 
year often making them bankrupt. It is difficult to under- 
stand why Eastern and Middle State husbandmen at the 
present time have any more reason to complain of West- 
ern competition than did those in the days of their fathers 
and grandfathers. 

Although the last property to readjust its price to a 
more stable medium of exchange, farming land had al- 
ready undergone a very considerable decline from inflation 
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prices before the financial collapse of 1873. Moreover, 
its apparent rise in price, as well as change in ownership, 
during the inflation period was less than that of almost 
any other kind of property. While many certainly were 
buyers of land at a fictitious valuation, and many more 
the victims of ill-advised investments in other ways, it 
cannot be said that the agricultural class suffered more 
from that great calamity than any other class. Like 
other unfortunate ones, many of them discharged their 
obligations before the resumption of specie payments, 
through the bankruptcy court. It is also to be noted 
that the present average selling price of Eastern farming 
land is lower than its average selling price before the 
beginning of inflation: whereas that of town lots is, in 
the great cities, as high again. Some reason must be 
sought for the depreciation of Eastern farming land other 
than its purchase at a fictitious valuation. 

During the lifetime of the present generation there has 
been throughout the industrial world a very decided ad- 
vance in the price of human labor. In the United States 
and in Great Britain, notwithstanding the often recurrent 
“hard times,” this advance is something more than one- 
quarter and something less than one-third. Moreover, 
there has been in our own country during this time a very 
great change, both in the method of remuneration and 
in the conditions of agricultural service. Formerly, the 
hired hands were in great measure paid with a part of the 
produce which they had helped to raise. The flour, meat, 
fuel, and the like, consumed by themselves and their 
families, made no small outlet for the products of the 
farm. Now the farm proprietor markets all his produce, 
either himself or through local agents, in the most readily 
accessible city; while the main supplies of his own family 
and of the farm laborers have been raised perhaps a thou- 
sand miles away. Agriculture, like everything else, is 
becoming specialized, and its proceeds marketed in bulk. 
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Money is the only medium of exchange, to the great in- 
crease of the trading class, whose subsistence must needs 
be at the expense of both producer and consumer. Fur- 
thermore, the farm proprietor boards his hands much less 
often than he formerly did,— a burden, however, for whose 
removal he can well afford to lessen, as he certainly does, 
the amount of his net income. The increased wages and 
increased independence of labor are a factor with which 
every other industry as well as agriculture is obliged to 
reckon, but the payment of wages wholly in money un- 
questionably does make the matter of labor a somewhat 
greater charge to the agricultural proprietor, as compared 
with other proprietors, than it was a generation ago. 

It is hardly necessary to show that, since the breaking 
out of the Civil War, taxation has been to the American 
farm proprietor a largely increased burden. Nor is this at 
the present time by any means wholly the result of that 
conflict. Direct taxation is no doubt heavier in many 
agricultural communities by reason of war obligations 
yet unliquidated, but probably less on this account than 
on account of later obligations entered into for the assist- 
ance of railway and other enterprises which have become 
bankrupt. The changed conditions of manufactures and 
the trades, which have drawn to great centres of popula- 
tion industries once more evenly distributed, have thrown 
the burden of taxation in rural communities almost wholly 
upon the agricultural proprietors. The general tendency 
of all direct local taxation has been to increase the rates 
as well as to substitute a money payment in place of a 
quota of labor or subsistence. These, and perhaps other 
causes, have contributed to raise the amount of direct 
taxation, which always bears heavier upon agriculture 
than upon any other calling. 

All indirect taxation inevitably enhances the price of 
every commodity upon which it is imposed. While, how- 
ever, our so-called protective system forces us to pay 
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higher prices than the people of other industrial countries 
for certain food products and for nearly all manufactured 
articles, it is at the same time true that improved methods 
of manufacture have enabled such articles to be sold all 
over the world for lower prices than they were sold for 
a generation ago. So that, with respect to prices, the 
American consumer pays less for many dutiable commod- 
ities than ever before. Tariff taxation has injured him 
less because it might have injured him so much more. 
This, assuredly, is no argument in favor of tariff taxation ; 
but people are thereby made less restive under it, and it 
must be taken into consideration in any comparison be- 
tween present and former relative prosperity. In so far as 
concerns the agricultural proprietor, this remark is as 
applicable to what he sells as it is to what he buys. Tariff 
taxation has made the foreign demand for our agricultural 
products less than it would have been under a system of 
free interchange; but the constantly increasing consump- 
tion both at home and abroad has kept the average price 
of agricultural staples, on the whole, about where it has 
been, save during inflation times, for the last forty years. 
Tariff taxation greatly discriminates against the agricult- 
ural as compared with the manufacturing and the mining 
proprietor: it has likewise diminished the former’s polit- 
ical consequence; but, as far as concerns the prices of 
agricultural products, its influence has been towards the 
reduction of his potential rather than of his actual 
prosperity. 

There can be no doubt that in years past the advan- 
tage taken by railway companies of regions possessing 
no means of transportation but their own has been, both 
directly and indirectly, a serious drawback upon agricult- 
ural prosperity. Extravagant freight was a formidable 
item in the expenses of farm proprietors so situated, and 
made simply impossible the establishment of any manu- 
facturing enterprise in their vicinity. Competition and 
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legislative intervention, however, have in great measure 
corrected this injustice, which in the Eastern and Middle 
States can now hardly be said to exist. The freight upon 
farm products, as upon every other kind of product, has 
steadily diminished in proportion to the extent of railway 
development. 

With regard to impoverishment of the soil, and allud- 
ing again to the effect of Western competition, it is the 
writer’s belief that the chief injury of that competition 
was inflicted forty years ago by the transfer to the West, 
not of grain-raising, an industry to which the West is 
peculiarly adapted, but of stock-raising, an industry 
especially adapted to the East. There have been three 
eras or stages of Eastern and Middle State agriculture: 
first, when the main industry was grain-raising ; second, 
when it was stock-raising; and, third, when it was a 
mixture of both,—together with dairying, fruit culture, 
and whatever else might at the same time be carried on 
with profit. Grain-raising everywhere means exhaustion 
of the soil; mixed agriculture, properly directed, returns 
to the soil as much as it takes therefrom; but stock- 
raising is always a certain means of enriching the soil 
whereon it is conducted, and of no kind of stock-raising 
is this so true as itis of the raising of sheep. The grain- 
raising period of the East —that is to say, of the parts 
settled previous to this century — was over before the close 
of the century’s second decade, at which time the soil was 
probably less productive than it has ever been since. 
After that began the stock-raising period, during which 
great attention was paid to the breeding of wool-producing 
sheep, that in vast flocks covered the hillsides of New 
England, New York, and Pennsylvania, raising in the 
course of twenty years the impoverished soil of the older 
portion of those States to a degree of fertility which it 
had not known since first cleared. This period began 
to close before 1850, the ten years subsequent to which, 
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all things considered, were the most evenly prosperous in 
the history of American agriculture. With the Civil War 
and inflated prices, Eastern farm proprietors began raising 
heavy crops of hay and grain for market, ploughing up 
land fit only for pasturage, and cutting grass wherever it 
grew, even to the mountain’s edge. Under this process, 
much Eastern land rapidly deteriorated; and, where the 
process was persisted in, land has been reduced to the 
condition of seventy-five years ago. Such ruinous agri- 
culture, however, could not, in general, long endure; and 
for the last twenty years a large proportion of Eastern 
farm proprietors have yearly returned to their land in the 
shape of extra fertilizing matter more than has been taken 
therefrom. Eastern farming land, while on an average 
less productive than it was forty, is not any less produc- 
tive than it was twenty years ago. 

Against whatever increased expense or disadvantage 
may have resulted from the foregoing causes to Eastern 
agriculture must be offset, in a measure, a reduction of 
the rate of interest, formerly six or seven, now seldom 
over five per cent.; also, the reduced price of all kinds of 
farming implements and machinery. On the whole, when 
the capital, industry, and managing ability have been in 
both times equal, it is believed that agriculture in the 
Eastern and Middle States has been as profitable during 
the last ten years as, save between 1862 and 1872, it has 
been for any ten years since our existence as a nation. 

The causes for the depreciation of agricultural property 
thus far considered have been political or economical. 
Let us now consider the social causes. The increased cost 
of maintaining a family, notwithstanding the decreased 
cost of almost every kind of commodity, is a phase of 
modern life going to show that human necessity is a con- 
dition largely relative, and influenced more by the imagi- 
nation than by the sense of feeling or by the organs of 
digestion. “Glory and curiosity,” says Montaigne, “are 
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the scourges of the soul, of which the last prompts us to 
thrust our noses into everything, and the first forbids us 
to leave anything undecided.” Distinction and sensual 
entertainment, in all manner of degrees, exercise in our 
time the minds of the many as much as in Montaigne’s 
time glory and curiosity exercised the minds of the few. 
To that spirit which is always uppermost in court as well 
as in trading and commercial centres, the agricultural 
portion of the Eastern and Middle States has been for the 
last twenty years becoming more and more captive. We 
have been trying for some time to believe that occupation 
or calling is a matter of neither moral, political, nor eco- 
nomical consequences. There doubtless are cases where 
one’s calling may not influence one either morally or 
politically; but, economically speaking, there go with 
certain callings conditions more or less fixed, which those 
following them must observe under peril of disaster. In 
no calling are these conditions more fixed than in agri- 
culture. The income derived from successful agriculture 
is greatly disproportionate to the income derived from 
successful trade, and the money passing in the course of 
a year through the hands of a trader is many times more 
than that passing through the hands of a husbandman 
employing the same or even greater capital. 

The man, therefore, whose revenue is obtained from 
agriculture cannot long imitate, in the matter of personal 
and family expenditure, the man whose revenue is ob- 
tained from trade, without infringing upon his capital, 
which usually is his land. The immense increase and at 
the same time reduced cost of everything designed to 
gratify the instincts of ornament and display, of the facil- 
ities for travel, of public diversions,—in short, of all 
devices for inducing people to part with money, or money’s 
worth,— have brought to the present generation of coun- 
try dwellers a temptation from which its predecessors were 
in great measure free. The agricultural proprietors of 
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the Eastern and Middle States have been undergoing for 
a generation the same experience that the English country 
gentry underwent when England first began to be a man- 
ufacturing and trading nation. So many new ways were 
afforded for the use of money that many of them pledged 
their estates to obtain a larger supply,—an operation 
which often resulted with them, as it has with us, in the 
parting with their estates altogether. This, to be sure, is 
very bad economy; but it is an instinct more or less 
innate,— one which is the least resisted by those whose 
store is the provision of other effort than their own. The 
over-indulgence of this instinct is part of the experience 
of every nation which has become enriched by trade or 
conquest or discovery. The gains and consequent extray- 
agance of the successful adventurers excite the desire of 
the more conservative and home-abiding ones,— always 
and everywhere those belonging to the agricultural class. 
There is not a doubt that no small measure of East- 
ern and Middle State land depreciation is due to the 
“despotism of expense,” to an unusual number of agri- 
cultural holdings being of late years forced into the 
market by reason of their having been eaten up through 
the personal and family expenditure of their proprietors. 

But to another reason, more than to all the rest put 
together, is due, in the opinion of the writer, this falling 
off in the value of Eastern farming land; namely, a dis- 
affection on the part of a growing number of country- 
born Eastern men and women towards agriculture as a 
vocation. The slow and moderate return upon capital 
invested in agriculture is one cause of this disaffection. 
Whosoever follows any vocation solely for the amount of 
money it may yield can exercise his powers to that end 
in many other ways better than in agriculture. The 
Hebrew, that unerring scenter-out of gain, never is a hus- 
bandman. The homage paid to wealth in the Northern 
United States for the last quarter of a century has turned 
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into the ways most productive of gain the greater part of 
those young men whose career is generally determined by 
the common ideal. The question asked himself by the 
new-comer upon the scene of action is not so often, In 
what calling shall I obtain most health and wisdom and 
independence? but, What one will bring me the most 
money? Parents have encouraged this spirit, oftentimes 
involving themselves in their children’s ventures, to the 
breaking up and sending into the market of many an old- 
time country home. 

Another cause of disaffection towards the agricultural 
life is its isolation. The generally reduced size of families 
and the tightening of class lines have lessened social inter- 
course in rural communities. The church is not as formerly 
a common centre of attraction. The young people envy 
the easier intercourse of the town, think their own life 
dull, and want to live where it is not so lonesome. More- 
over, the socialistic idea has been insensibly operating 
every way except politically in our country for a time 
longer than we are aware. The reason is obvious. The 
share of men in whatever becomes desirable through the 
labor or presence of other men increases in proportion to 
their interdependence. The day laborer in a great town 
may fare better, find better schools, and, dearest of all, 
behold a thousand times more of the passing show than 
the small agricultural proprietor in a remote country 
region. To be sure, he must subject himself more to the 
will of others, in order to obtain these supposed advan- 
tages; but a condition of subjection does not appear to 
oppress the spirit of the American man as it once did. If 
subjection but enables him, as the saying is, “to touch 
life upon more sides,” he often prefers it to freedom, even 
though he knows it must remain his permanent condition. 
A man who had served at different times as valet, waiter, 
barber, usher, and what not, was heard to say that, in case 
of need, he would do anything except work on a farm. 
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He did not so much mind plain fare or the laying-to of 
his bones. It was the living, as he would have said, “ out 
of the world,” away from novelty and fashion and excite- 
ment,— the only world he could appreciate. 

A further cause of disaffection towards the agricultural 
life is the growth among us of physical squeamishness and 
tenderness of the person,—a disposition to avoid contact 
with nature in the gross, with whatever is sharp or rank 
or rugged. Agriculture thickens the skin, broadens the 
hands, soils the clothes, and keeps one from looking gen- 
teel, or, as Sterne says, “the appearing to be somebody in 
order to be so.” Whatever of this spirit exists in Ameri- 
can life should not come to it through the Anglo-Saxon, 
who anciently took to the land as naturally asthe North- 
man took to the sea. The young German or Southern 
European of gentle birth, seeking his living among us, 
will enlist in the army, or even betake him to a beer-cellar, 
if he firid no way to utilize his accomplishments; but 
the young Englishman of like condition, when stranded 
here, goes straight to agriculture or to pastoral life in the 
South or West, as did his kinsmen two centuries ago 
upon the Atlantic Coast. It is probable that more young 
Eastern and Middle State countrymen to-day would 
rather hire themselves out to stand behind counters, or to 
sit in boxes selling tickets, than to become foremen to 
farm proprietors at the same remuneration, or even to be- 
come small farm proprietors on their own account. This 
is not from an aversion to physical exercise. These very 
merchandise and ticket salesmen are, most likely, mem- 
bers of boat-clubs and gymnasiums. It is largely because 
of the more polished appearance which they are enabled to 
affect, and a readiness to endure those things which offend 
man’s spirit rather than those things which offend his 
body. 

Still another cause for the disaffection towards agricult- 
ure as a vocation is the decreased importance of the agri- 
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cultural proprietor, socially and politically, as compared 
with the members of other callings. His local influence 
is less than that of the trader or manufacturer or con- 
tractor, or whomsoever else is the largest dispenser of 
credit or employer of labor in his neighborhood. He who 
in number and the proportion of his taxes is first is, for all 
purposes of official distinction, considered the least. Polit- 
ically, the farm proprietor cannot “ put up” enough, nor 
is he a reliable or active enough advocate of special inter- 
ests to constitute him a legislator or administrator. He 
may, indeed, still aspire to the offices of selectman and 
supervisor; but the State and national politics of the 
East have been dominated for years by the cities and 
manufacturing centres. There remained to him for a 
while as fields wherein he might win a little public con- 
sideration the agricultural society and the church, of 
which the former, his own especial institution, now be- 
stows its chief honors upon rich fanciers, professional 
horse-racers, and base ball clubs; while the latter has no 
longer any honors, regarded as such by the whole com- 
munity, to bestow. All roads towards distinction lead 
away from the farm. Aware of his diminished conse- 
quence in the world of politics and affairs, the farm pro- 
prietor emulous of distinction, if unable to forsake it 
himself, desires that his sons shall follow almost any 
other calling than his own. The older States contain at 
the present time a larger number than ever before of 
agricultural proprietors discontented with their calling, 
because it appears to be every year consigning them 
more and more to lives of meanness and obscurity. 
There are sundry other causes growing out of the 
changed conditions of American society, which have 
helped to produce a disaffection towards the agricultural 
life. One more only will be here considered,— the influ- 
ence of foreign immigration. Forty years ago, the inhabi- 
tants of the northern part of the American Union were a 
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homogeneous people. Two centuries had fused together 
the various races from whence they sprung into a popula- 
tion having very: much the same moral, social, and relig- 
ious sympathies. Since that time, the settlement among 
us of great numbers of immigrants, born and, for the most 
part, reared under institutions and habits of life wholly 
unlike our own, has made the present generation of Amer- 
icans dwelling in the Northern States a composite people, 
the diverse elements of which time only can socially unite. 
It is useless to descant upon the unreasonable and unjust 
prejudice of race. From the beginning of history, the 
disparagement and too often hatred of one another by 
different races of men has been a fruitful source of 
human discord. This antipathy, though softened from 
the furious hate of barbarous times, none the less exists in 
our country to-day. City life, because class lines therein 
always are sharper drawn, socially speaking, is not so 
much affected by the presence of the immigrant popula-__, 
tion as is the country life. The relation between em- 
ployer and employed is wholly different. Before the 
immigration period, the mass of Northern agricultural 
proprietors wrought by the side of their hired hands, and 
invited them to seats at their tables, with never a desire 
on their part that it should be otherwise. When the 
immigrant began to supplant the native hired hand, the 
working farm proprietor treated him as he had always 
treated the hired hand of his own race, not, however, from 
choice, but from duty, as an upholder of the creed of 
human equality. To this overcoming of prejudice, and 
of what was oftentimes repugnance arising from other 
sources than prejudice, the new generation was less equal 
than the old. The younger ones did, indeed, hold their 
peace; but the process of assimilating into our social 
body such a mass of crude human material was to the 
more educated portion of young Northern country people 
a sore infliction, and certainly has had no inconsiderable 
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place among the causes which have made so many of them 
abandon the country life. 

As an offset to these various real and supposed disad- 
vantages which of late years have so reduced the propor- 
tionate number of our agricultural population, there is — 
what? There is this,—a preserved individuality. The 
agricultural proprietor of to-day may pursue his calling 
with as little subservience to the whims or passions of 
others as did his grandfather in the same vocation; but 
every man who to-day earns a subsistence outside of agri- 
culture must surrender more of his personality —that is 
to say, of his independence —than ever before since the 
foundation of the republic. There are, indeed, a greater 
number among us of those to whom the surrender of their 
individuality is no pain, and the air is filled with the 
schemes of such as would destroy individuality altogether. 
To these may well be repeated the words lately uttered 
by one of the foremost and most fearless of living Amer- 
ican thinkers: “ Men have failed of freedom, not because 
kings, nobles, and priests enslaved them, but because 
liberty was too high and great for them.” 

It is not to be supposed that this disaffection towards 
the agricultural life is unanimous, or even generally the 
rule, throughout the Eastern and Middle United States. 
Notwithstanding the combined social and economical 
causes which have thus lowered the popular estimate 
of their calling and the money value of their hold- 
ings, there are dwelling all over that historic portion of 
our country extending from the St. Lawrence to the 
Potomac a goodly array of agricultural proprietors, whose 
acres are not in the market, and who have no desire to 
exchange their calling for any other one. These men are 
not millionnaires, nor “ captains of industry,” nor political 
magnates, nor leaders of fashion, nor manufacturers of 
public opinion; but they unite in themselves, as a class, 
more honesty and independence, more mental and physi- 
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cal health, more symmetry of character and capacity for 
separate kinds of employment, than any other order of 
American men. It is to them, in times of real emergency, 
that the inhabitants of the rural regions always turn; and 
it is a great misfortune that in all times they are not pre- 
ferred for the business of legislation and administration 
instead of the mob of lawyers, speculators, and profes- 
sional demagogues to which the business of government is 
so often intrusted. They do not fill the place in affairs 
which they filled fifty years ago,— that place is now filled 
by the organizers and employers of associated capital; but 
they are masters of life, as far as life may be mastered, as 
the best types of their class ever have been since civiliza- 
tion began. 

ALFRED H. PETERS. 
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PRESIDENT WALKER’S THEORY OF 
DISTRIBUTION. 


It may seem out of place to bring up the theory of 
business profits and the wage-fund so soon after they 
have been discussed in recent numbers of this Quarterly, 
yet this discussion was complete only from one point of 
view. I do not know that President Walker had a defi- 
nite idea in mind when he asked for criticism from Amer- 
ican economists. It might, however, be justly said that 
he was criticised mainly from the traditional standard of 
the older economists. Such a discussion was of great 
interest, as it showed how strong a hold the old formulas 
still have upon many able minds. It should not, how- 
ever, render less interesting an examination of his doc- 
trines by those who are less orthodox in their mode of 
thought, having been largely influenced by German think- 
ers as well as by the writings of American economists, of 
whom President Walker is the best example. 

In advancing a few criticisms, I have no desire to up- 
hold the old theory of wages. I probably see more truth 
in this point of view than Mr. Walker does, since the 
theory seems to me crude and defective rather than false. 
There are also many places in Mill, for example, where 
the meaning is uncertain, and not a few passages and 
words that can be understood in more than one way. 
The writings of Mr. Walker are to me much clearer, yet 
I cannot say that he is entirely free from the defects that 
make many passages in Mill so perplexing to a reader 
who has only the printed book from which to get his 
ideas. My own short experience as a writer has taught 
me how easy it is to leave out some essential feature 
in the thought I desire to convey, and thus leave the 


PRESIDENT WALKER’S THEORY OF DISTRIBUTION 35 


reader in doubt or, even worse, lead him astray. I would 
therefore criticise the views of Mr. Walker, not for the 
purpose of rebutting them, but with the hope that he 
may put them in so clear a light that there can be no 
doubt as to his meaning. My interest in his views is 
not merely that of an individual: as a teacher, I have to 
present views of various writers, and it is not satisfactory 
to present a view of which the teacher has some doubt 
as to the author’s meaning. If I could ask a few ques- 
tions which would ciear up my doubts as to Mr. Walker’s 
meaning, I would much prefer to do so. I fear, how- 
ever, that mere questions would not reveal the thought 
of the questioner in a way that would allow of an intelli- 
gent answer. It therefore seems advisable to go carefully 
over the essential features of the theories in question, so 
that the import of the questions I would ask may be seen. 
To do this, it will be necessary first to trace in outline 
the development of the existing theories. 

In Mill’s theory of distribution, he recognizes but two 
factors,— wages and profits. It is true that he knew of 
rent, and in other places emphasized its importance; yet 
in distribution he supposes that no rent is paid, and prom- 
ises to show that no error is produced by overlooking it. 
The two shares thus seem to absorb the whole return for 
labor, and what is not wages is profits. Of these two 
shares, the one, wages, is a fixed fund, and the other, 
profits, is the residual claimant. To say that profits is 
the leavings of wages is to assert that the law of wages 
makes it a definite fund, while profits are not fixed by 
any definite laws independent of wages. 

The great progress which Mr. Walker makes consists 
in resolving this indefinite residual share into two definite 
factors,— profits and interest,— which are governed by 
law. They now become fixed funds, the size of which 
can be determined if we possess the requisite knowledge 
of industry and human nature. Profits are shown to be 
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governed by a law similar to that of rent. As rent 
depends upon differences in land, so profits depend upon 
differences in the abilities of employers. Two factors, 
rent and profits, depend upon differences, and do not 
enter the cost of production; while the other two, inter- 
est and wages, tend to an equality, and determine the 
cost of production. 

We now have clearly presented, for the first time, the 
basis upon which all true theories of distribution must 
rest. The factors in the cost of production are no longer 
regarded as the sole shares in distribution. Rent is not, 
as by Mill, slipped in at the back door, but placed in a 
definite relation to interest and wages, as a type of those 
factors which, depending upon differences, do not enter 
the cost of production. 

Enriched by the positive part of Mr. Walker’s contri- 
bution to the theory of distribution, the produce of indus- 
try would be divided into four definite funds. Each share 
could be determined in a positive manner from certain 
industrial relations which fix its amount. It can be 
neither greater nor less than this amount, unless there is 
some change in productive processes or in the industrial 
qualities of the producers. From a study of industrial 
relations, the share of each factor could be determined 
without knowing the amount of the other shares. 

Mr. Walker, however, is not content to leave the the- 
ory of distribution in this shape. He holds that all the 
shares are not funds, but that one of them must be a resid- 
ual claimant which cannot be determined from a direct 
examination of industrial relations. First, the definite 
funds are, one by one, cut off from the whole produce of 
industry, and then the remaining produce goes to the 
residual claimant. He seeks to show that wages are this 
residual share, instead of profits, as is the view of most of 
the previous economists. They enclose wages within 
fixed bounds and give the leavings to profits; while he 
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gives the leavings to wages, having previously cut off for 
each of the other claimants a share determined by certain 
rules obtained from industrial relations. Thus, in making 
one of the factors in distribution a residual claimant, he 
follows the precedent of earlier writers, differing from 
them only as to which of the factors waited until the 
demands of the other factors were satisfied, and then took 
the leavings. 

I would, however, question this residual claimant the- 
ory as being the best mode of solving the problems of dis- 
tribution. It is a tenable position that neither profits nor 
wages is so undetermined that its share is the mere leav- 
ings of what its rivals cannot secure for themselves. 
Doubtless, the believers in the old wage-fund theory had 
too simple a manner of determining wages; yet, in spite 
of all this, it may be that there is some law of wages 
which would not permit its becoming an especial claimant 
for any remainder that was left after the definite shares 
were cut off. The laws controlling profits, rent and in- 
terest are now too well known to make it necessary to 
examine closely into their claims for the surplus produce 
which the industrial laws determining their shares would 
not give to them. The only question can be about the 
claims of the laborers to this surplus. In discussing this 
problem, it is difficult to separate the general problem of 
a wage-fund from the particular problem of how this fund 
is determined. It is hard to enter an arena where the line 
of battle is definitely drawn, and draw a new line which 
will run through both camps. Yet there is no other 
course for one to pursue who thinks that wages are a fund, 
and still doubts the truth of the traditional rules by which 
it is determined. Something more than the number of 
the laborers must be known of them to fix their wages ; 
yet, if that something be definite, there is a law of wages 
no less than of the other factors. 

In discussing the definiteness of the share of each factor, 
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there should also be a sharp distinction drawn between a 
static and a dynamic state of society. The advocates of 
the wage-fund theory seem to have largely, though not 
clearly, a static state in mind, while their opponents em- 
phasize largely, if not wholly, a dynamic state. I can 
find in Mr. Walker’s works no discussion of a static state. 
Whether he overlooks or underestimates the importance 
of this phase of the discussion is uncertain ; yet, evidently, 
no discussion is complete until it is considered. He be- 
gins his discussion with the supposition that the produc- 
tive power of the community be increased by ten per cent. 
This is a legitimate method to determine certain problems 
of distribution, yet they are only the problems of a 
dynamic state. Other important problems — those of a 
static state— are thus left undetermined. Even allow- 
ing that all the increase in the produce of industry due 
to improvements passes into the hands of the laborers, 
still, if no improvements were made, it might be that 
wages are a fund with definite limits. 

I do not see how there can be any residual share in a 
static state. Society will not cease to be dynamic until 
some limit is reached, fixing each of the shares. It does 
not follow, because their number is not all the knowledge 
of the laborers that we need to determine their share 
in distribution, that there are not other qualities fixed and 
tangible from which the desired information could be 
obtained. At least, it is possible to say that certain qual- 
ities do not affect the wage-fund. Take, for example, the 
power of organization, or of strikes, to raise wages. Mr. 
Walker tells us that, if a workman does not pursue his 
interest, he loses his interest, and is very earnest in the 
belief that wages can be increased by a watchful care on 
the part of the workmen that no unjust advantage is 
taken of them. Yet I do not see how the power of or- 
ganization alone can assist them in a static state. And 
on this point I cannot reconcile the well-known views of 
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Mr. Walker with his theory of distribution. If the work- 
men organize to increase their wages, from what are the 
increased wages'to come,— from rent, interest, or profits ? 
It cannot come from rent, since there is no change in the 
demand for food which would allow some of the poorest 
land to go out of cultivation. Neither will the demand 
for capital be less, so as to admit of a fall in the rate of 
interest. Nor do I see how the number of the employers 
would be reduced, through which alone a fall in profits 
becomes possible. 

On the other hand, if the workmen fail to organize, how 
can their wages be lowered? If wages fall, some of the 
other factors in distribution must get more. And who 
can this fortunate factor be who will benefit by the fall in 
wages? Can the landlord get more rent, with no increase 
in the demand for food? And in what way can the capi- 
talists or employers gain by the loss of the workmen, . 
when the quantity of capital and the number of employers 
would not be increased? At least, it would seem that 
these factors could not gain by a fall in wages, any more 
than they could gain by an increase in the productive 
power of the laborers. Mr. Walker shows very clearly 
that none of these factors could retain a part of the in- 
creased produce due to a greater efficiency of the laborers. 
Does not the same reasoning show that they could not 
gain from a reduction of wages? In short, I fail to see 
any connection between the wages of the workmen and 
their power or willingness to organize for self-protection. 
The share of each of the other factors is fixed by positive 
reasons depending upon industrial conditions, which an 
organization of the laborers, merely for higher wages, can- 
not affect. So long as the product of industry and the 
shares of the other factors are fixed, it is not possible for 
wages to vary. Any cause influencing wages must at the 
same time act upon at least one of the other factors in 
distribution. This law must hold in a static state of so- 
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ciety, even if it has to be modified to meet the more com- 
plicated conditions of a dynamic state. If the workmen 
are dissatisfied, they can obtain an increase in wages only 
by improving production. They cannot influence the 
distribution of present production except through some 
change in its amount. 

If we accept this reasoning, wages, in a static state, is 
a limited fund and on the same footing with the other 
factors. Each share can be discovered by examining into 
the positive conditions by which it is limited. It can 
thus be cut off in any order, since its amount is inde- 
pendent of the size of the other shares. Wages are not 
high merely because interest is low, but for positive 
reasons connected with the habits, mode of living, and 
efficiency of the laboring classes. And interest is high, 
not because wages are low, but because people dislike the 
act of saving. Profits are high, if the differences between 
employers are great, for the same reason that rent is high 
when poor land is cultivated. Wages cannot be a resid- 
ual claimant, since the standard of life of the laboring 
people fixes their return as definitely as the willingness 
to save and wait for increased returns controls the rate 
of interest. There can be no residual claimant in a static 
state, because all the opportunities to labor from which 
the workmen can get a return equal to his standard of 
life will be utilized. No more capital can be used or land 
cultivated until the efficiency of industry has been in 
some way enlarged. The standard of life among the 
workmen using the least productive instruments is always 
high enough to leave no residual to be claimed by any 
one, and the surplus of the more efficient instrument goes 
to rent or profits. 

The efficiency of the laborers is the effect, not the 
cause, of the standard of life. Men become efficient be- 
cause they want more than their present labor can supply. 
Some modification in the environment reduces the old 
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pleasures or adds some new ones; and, from this change, 
a feeling of discontent arises, leading to an increase of 
efficiency. Put a man in a mental state where he needs 
a greater variety in consumption to make life endurable, 
and the desire to be more efficient becomes irresistible, 
and forces enough changes in his habits and diet to en- 
able him to supply his new wants. There is therefore 
no reason to look for a residual, if production has been 
increased through a greater efficiency of the workmen. 
In reality, there was a deficit in their accounts after their 
wants were satisfied, which could not be liquidated until 
they became more efficient. This greater deficiency, 
merely balances their accounts, but leaves no surplus 
as a residual. 

In passing from a static to a dynamic state of society, 
a new difficulty presents itself in seeking to obtain a clear 
view of Mr. Walker’s position. There are many ways in 
which this difficulty appears, as it crops out in some form 
in almost every portion of the discussion. I do not, how- 
ever, wish to imply that it is something peculiar to the 
writings of Mr. Walker, since none of his predecessors 
are free from the same source of confusion. I desire 
merely to call attention to an ambiguity in the use of a 
few economic terms, through which one important part of 
economic doctrine has remained without a definite solu- 
tion. Perhaps as good a way as any to bring out the 
ambiguity to which I refer will be by comparing a 
couple of Mr. Walker’s definitions of wages. In section 
819 of his Political Hconomy, he says, “Real wages are 
the remuneration of the laborer as reckoned in the neces- 
sities, comforts, and luxuries of life.” In section 326, 
however, he says, “ These three shares (rent, interest, 
and profits) being cut off, the product of industry, the 
whole remaining body of wealth, daily or annually cre- 
ated, is the property of the laboring class; their wages 
or the remuneration of their services.” In these two defi- 
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nitions, a fundamental distinction is overlooked, which, 
if recognized, would make them contradictory. This dis- 
tinction I tried to make clear in a recent number of this 
Quarterly. I there sought to show that the whole wealth 
of a nation is divided into two classes, which might read- 
ily be distinguished by the terms “product” and “ prod- 
uce.” These terms have now no distinct meaning, and 
might be placed in contrast in a definite way if a worthy 
end could thereby be secured. Be it as it may, as to 
the desirability of using these terms with a fixed meaning, 
there can be no doubt that they, as now used, include 
two distinct kinds of wealth. Some wealth is in such a 
form that it can be made at the present time a source of 
pleasure ; while other wealth has a value, not as an imme- 
diate source of pleasure, but because it is a necessary 
means of producing wealth that can be enjoyed in the 
future. We all want bread, meat, clothes, and houses 
on their own account, because they are things we desire, 
and without which we cannot be happy and contented. 
Tools, machinery, and factories, however, are not desired 
for the pleasure we can get from them, but because by 
using them we can have, in the future, a greater supply of 
bread, cloth, and houses. Produce is the source of pres- 
ent utilities, while products are the cause of future util- 
ities. As we value present welfare higher than that of 
the future, a day’s work in produce like bread or cloth 
has more value than the same quantity of work in prod- 
ucts like ploughs or looms. 

I do not stand alone in emphasizing the importance of 
this distinction. Professor Béhm-Bawerk, in his epoch- 
making work on Capital, makes it the central thought in 
his explanation of interest. He calls the two classes of 
commodities present goods and future goods, and demon- 
strates in the completest way the necessity of this distine- 
tion to a clear perception of the phenomena of interest. 
The difference in the value of present and future goods 
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is due to the difference of our esteem of present and 
future welfare, and this greater value of present goods is 
the measure of interest. 

This distinction, however, is of equal value in clearing 
up the mysteries of the problems about wages. The first 
question to settle definitely is the meaning conveyed by 
the word “wages.” Shall wages be estimated in present 
or future goods, or in both? If a man works a week for 
ten loaves of bread, five pounds of meat, and a pair of 
socks, a hoe and a spade, what are his wages? If we 
take Mr. Walker’s first definition, the hoe and the spade 
are not a part of the wages. They cannot be reckoned 
among either the necessities, comforts, or luxuries of life. 
Yet, according to the second definition, they are wages. 
They are certainly a part of the whole body of wealth of 
the laborer. 

When it is said that wages are paid out of the product 
of industry, is there not an ambiguity in the use of the 
term? Sometimes it seems to be used as an equivalent 
for present goods,— things men can enjoy without wait- 
ing. Again, it is used as including all commodities pro- 
duced in a given period, whether they be present or 
future goods,—ships, engines, looms, as well as food, 
clothing, and fuel. 

Now, it is evidently a very different problem to deter- 
mine how much produce or present goods the laborers 
can get, from what it is to ascertain how much they can 
get out of the whole body of wealth created by the indus- 
try of a given period. Nor is it possible to discuss the 
wages question intelligently until the difference between 
these two problems is clearly seen. The mass of the 
{ laborers are engaged in the production of future goods. 
How much they could get of these goods is an easy prob- 
lem to solve, but the solution of this problem does not 
tell how great a quantity of present goods they can get 
to consume. If the laborers increase in efficiency, there 
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is an increase of future goods, but no immediate increase 
of present goods. Suppose a thousand laborers each day 
build a ship. The share of workmen in ships is evident, 
but we do not yet know how much their wages are as 
reckoned in the necessities and comforts and luxuries of 
life. These articles are present goods whose value de- 
pends more largely upon past than upon present produc- 
tion. If these men produce two ships a day, their share 
in ships is doubled; but would any one assert that they 
could always exchange these ships for twice the quantity 
of present goods in the form of food, clothing, and shelter? 

To say that men are paid out of the product of their 
industry does not solve the real wages problem, if “ prod- 
uct” is used in a general way, including every com- 
modity upon which labor is employed. We can, indeed, 
determine what percentage of each commodity the laborer 
who made it can obtain. Of ships, ploughs, looms, en- 
gines, and the like, there would be some fixed share to 
which the workmen would be entitled. When, however, 
each workman receives his share in the article he has pro- 
duced, there is yet another step to be taken before the 
value of his product in produce can be determined. His 
wants can be supplied only when he has exchanged his 
products for present means of enjoyment,— such as bread, 
meat, and cloth. The value, therefore, of his personal 
product will be fixed by the produce (present goods) for 
which it will exchange. It is of little moment to him to 
know his day’s labor will give him a larger part of a 
ship or a loom, if he can get no more of any of the 
present goods he really needs. 

The efficiency of the workmen has a large direct in- 
fluence upon the quantity of products, but the value of 
these products depends upon other considerations. In- 
crease the ploughs, wagons, looms, and other products 
by ten per cent., and a day’s work will purchase ten per 
cent. more of any of these articles. When, however, we 
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compare these products with present goods, to determine 
what will be the value of the former in the latter, it 
will be seen that a day’s work will be of no greater 
value in present goods than before. The present goods 
have not increased by ten per cent. As the products 
have increased, it is likely that a year from now there 
will be more consumable goods. By keeping the prod- 
ucts, a part of this subsequent increase of consumable 
goods can be secured by the workman; yet future 
pleasures are not esteemed so highly by him as those 
of the present, Their value will be less by the dif- 
ference between present and future happiness. It is 
wrong, therefore, to say that an increase in the quan- 
tity of products increases their value, so long as the 
present pleasures are chosen in preference to future 
pleasures of the same kind and quantity. 

The point of view I wish to emphasize is now, I hope, 
clear. Products, by themselves, have no value. Their 
value is determined by the quantity of produce or present 
goods for which they will exchange. There is no motive 
inducing men to produce commodities they cannot con- 
sume, except to exchange them for present or future 
utilities; and the value of all products must be measured 
in utilities of one of these kinds. No one, for example, 
would make a ship or a loom unless he could exchange 
them for goods he can now consume, or by using them he 
could increase the goods he would have for consumption 
in the future. Wages must therefore be estimated in 
consumable goods of some kind. The present quantity 
of such goods is fixed by past production. An increase 
in the quantity of products will not increase their value 
in present goods. Double the quantity of products, and 
the value of each article in present goods will be reduced 
by one-half. It is the same problem that we have with 
an increase of money. Its value will fall with every 
increase of quantity, unless commerce is also increased. 
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Workmen therefore cannot increase the present value of 
their work from this source. 

If an increased quantity of products have to the laborers 
a greater value, it must be that the future utilities they 
will in time create have a greater present worth. The 
value of the products cannot be more than the present 
worth of the utilities which will be produced by the aid 
of these products. 

It is a mistake to assume that wages depend upon the 
productive power of the laborers. When we know the 
productive power, we can tell how much they can pro- 
duce; but how much they will produce depends upon the 
intensity of their present desires and their estimate of 
future welfare. If there is no change in either of these 
factors, an increase of productive power will reduce the 
time of working, but will not increase the total produc- 
tion. If men working ten hours a day have their produc- 
tive power increased ten per cent., they will only work 
nine hours in the future if there is no increase in their 
wants. There is at the present time an abundance of 
opportunities to work which are not utilized, merely be- 
cause the pressing wants of the laborers are satisfied, and 
they are not willing to work for the less pressing ones. 
The limit to production is not the lack of productive 
power. We do not need new inventions so much as we 
need new wants that will urge us to action. By this I 
do not mean that men would not work a longer time for 
a greater quantity of present goods. But present goods 
are limited by past production, and cannot be increased 
ina moment. It is the low value of future utilities that 
keeps men from working more; and, as long as future 
utilities have so low a value, wages cannot increase with 
the increase of productive power unless there has been a 
previous increase of the stock of present goods. 

In short, the wages can come from two sources only,— 
present utilities, or the value of future utilities. One or 
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both of these funds must be increased before wages can 
rise. The mistake of the opponents of the wage-fund 
theory is that they suppose wages vary with the quantity 
of future goods, and not with their value in present 
goods. If the quantity of present goods is limited, 
wages cannot increase unless the value of future goods in 
present goods is increased. It is too much, of course, to 
say that the amount of the wage-fund is determined by 
the quantity of present goods. The missing factor, how- 
ever, is not the productive power of the laborers, but their 
estimate of the comparative value of present and future 
goods. Only as the value of the latter increases can they 
decrease their dependence upon the stock of present goods 
which capitalists possess. Double the quantity of future 
goods without increasing the quantity of present goods, 
and the value of each article in present goods will be 
reduced by one-half. The capitalists who exchange pres- 
ent for future goods will now get the whole gain un- 
less the value of future goods is raised by an increased 
desire for future welfare on the part of some portion of 
the community. 

Coming back to the definition of terms, I doubt whether 
the problems of distribution can be solved in a satisfac- 
tory manner until wages, rent, and profits are estimated 
in present goods only. At the end of each period of pro- 
duction there is a given quantity of present and future 
goods to distribute. The first question is who will take 
the future goods? If the workmen, employers, and land- 
lords are all as willing to take future as present goods, 
there can be no share for the capitalists. This fourth 
share — interest— comes in because the other three fac- 
tors are not willing to wait. Future goods thus lose 
value in comparison with present goods, and fall into 
the hands of those most willing to wait. Whoever in 
distribution takes future goods, by the very act becomes 
a capitalist. A capitalist has no distinct meaning, unless 
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defined in this way. Future goods are capital in the 
possession of the workmen, just as much as if in the 
hands of persons who live from interest alone. Only a 
few economists, if any, would think of estimating rent or 
profits in any but present goods. If a farmer holds his 
wheat for a rise in value, the gain is regarded as interest, 
not rent. And with an employer, also, if he keeps his 
products for future gain, the extra return would be in- 
terest, not profits. Define wages in the same way, and 
all four factors in distribution have a definite meaning, 
and the laws which determine them can be discovered. 
When, however, wages are defined in terms of “ product 
of industry,” the laborer’s reward for waiting seems to 
be included in wages as well as his reward for working. 
There is thus an element of uncertainty introduced, which 
must obscure all the laws of distribution. 

It does not, therefore, seem out of place to ask Mr 
Walker to define more clearly just what he means by 
wages, and whether “product of industry” is to be used 
as an equivalent for present goods or, in a more general 
way, to include future as well as present goods. As Mr. 
Walker made profits a fixed fund by giving the term a 
clear meaning, so must wages receive a definite meaning 
before its laws can be clearly determined. 

The reaction against the wage-fund theory, in which 
Mr. Walker has taken so prominent a part, forms a dis- 
tinct epoch in the forward movement of economic 
thought, and will make an interesting chapter in eco- 
nomic history. It is due to the student of to-day and of 
the future that the study of this epoch be made as easy 
as possible. We all know how difficult it is to get at the 
real meaning of the defenders of the wage-fund theory. 
It is certainly to be hoped that there will be no need of 
controversy as to the meaning of the opponents of this 
theory. Yet, unless they become more careful in the use 
of their terms, their successors may find their meaning as 
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difficult to ascertain as that of their predecessors now is. 
It is of course hard to foresee the direction in which the 
current of economic thought will tend; yet some of the 
outlines of a newer movement are now apparent, and 
future progress would be hastened if the past, the pres- 
ent, and the future of economic thought could be brought 
into more harmonious relations. 

Sumon N. Patten. 
UNIVERSITY OF PENNSYLVANIA. 
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“NATIONALISM” IN THE UNITED STATES. 


THE so-called “ Nationalist” movement, originating in 
an ingenious novel called Looking Backward, is one of the 
most interesting phenomena of the present condition of 
public opinion in this country. Mr. Edward Bellamy, a 
novelist by profession, is the recognized father of the 
Nationalist Clubs which have been formed in various 
parts of the United States within the last twelve months. 
His romance of the year 2000 a.p. is the reason for their 
existence, and furnishes the inspiration of their declara- 
tions. It will thus be a necessity that this article describ- 
ing the movement should have a literary character not 
common to the discussions of a periodical devoted to 
economic science. 

No apology, however, is needed for devoting some space 
in a review of this character to a movement which has 
hardly got beyond its literary stage, and to the novel 
which is its fount and origin. Professor William Graham 
is not far astray in his Social Problem, when he declares 
that this problem largely owes its existence in modern 
society, under its present form, to a remarkable succession 
of men of letters,— from Rousseau to Carlyle and from 
Shelley to Victor Hugo,— who have exercised the func- 
tion of prophets of a moral civilization with strange 
power and effect. The novel, in these latest days, is 
often made the vehicle of the most earnest purpose of the 
reformer, the story being written simply to give wider 
circulation to the ideas of a new social order which are 
foremost in the author’s mind. Political economists, per- 
haps, would have done well, had they paid more attention 
than they have to the essayists and the poets. At the 
present day, they make a mistake if they slight the func- 
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tion of the novelist in the formation of public opinion, or 
look with prejudice upon a scheme of society because it 
is propounded by a man devoted to pure literature. Such, 
certainly, is not the temper of the present writer as he 
seeks to render an account of the significance of National- 
ism. A few words as to the personality of the author of 
Looking Backward and a brief abstract of the socialistic 
ideas put forth in it will properly precede a judgment of 
these conceptions from the stand-point of economics and 
politics. 

Edward Bellamy, now about forty years of age, was 
born in Chicopee Falls, a manufacturing village near 
Springfield, Massachusetts, where he still resides. He is 
of clerical stock, his father and his maternal grandfather 
having been Baptist ministers. The noted theologian, 
Dr. Joseph Bellamy, the friend of Jonathan Edwards and 
the instructor of Aaron Burr, was his Revolutionary an- 
cestor. He took a partial course at Union College, studied 
for a year in Germany, read law, and was admitted to the 
bar. He soon found more congenial work in a position 
on the staff of the Evening Post of New York, which he 
left in 1872 to become an assistant editor on the Spring- 
field Union. He abandoned journalism in 1876, and has 
since devoted himself to the writing of fiction. His first 
book, Siz to One: A Nantucket Idyl, was published in 
1878. It is a pleasant story of the summer experiences of 
a New York managing editor, ordered by his physician 
to quit work, in the island where the proportion of the 
sexes is not overstated in the title. The book had some 
strong touches indicating Mr. Bellamy’s especial talent as 
a story-teller, which lies in depicting peculiar characters 
and describing odd situations. In Dr. Heidenhoff’s Proc- 
ess (1880), another short novel, he showed evidence of 
growth of power. The process in question is one of which 
the hero dreams after reading a book on electricity and 
hearing a talk on mental physiology. It was meant to pro- 
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cure the extirpation of certain memories by passing a cur- 
rent of electricity through a portion of the patient’s brain. 
The plot of Miss Ludington’s Sister (1884), a more fin- 
ished work, turns upon the notion entertained by Miss 
Ludington, a wealthy spinster, who had lost her girlish 
beauty in a severe sickness, that each human being in the 
course of his life has several selves, corresponding to its 
various periods, and that these are all immortal. Mr. Bel- 
lamy develops this idea with remarkable ingenuity. A 
materializing “medium” takes advantage of Miss Luding- 
ton’s belief, but is exposed in the end. 

A Romance of Shays’s Rebellion has not been published 
in book form ; but, in the last dozen years, Mr. Bellamy 
has contributed a large number of short stories to various 
American magazines. In these, as in his books, the felic- 
ity of expression is often great; the situations painted 
are usually peculiar, if not fantastic; but the portraiture 
of character is external. While fond of pursuing an odd 
idea to its remotest consequences, Mr. Bellamy fails to set 
before us the full personality of his men and women with 
the force of life. They are and they remain more or less 
wooden puppets for the development of a curious dream 
or an outré conception carried into action. Ingenuity, 
sometimes a little strained, is the prevailing note of Mr. 
Bellamy’s literary product. Fanciful idealism rather than 
careful realism is the school in which all his earlier writ- 
ings ranked him. These productions seemed to indicate 
one who could claim a high place as a teller of short 
stories, even in a country noted for the excellence of its 
literary output in this line, but not one likely to take an 
assured seat among the novelists. 

Looking Backward, judged from the literary point of 
view, does not contradict this judgment. The characters 
are few and rather mechanical in their make-up, the 
romantic interest of the story has been sacrificed to the 
philanthropic purpose, and the entire action could have 


| 
| 
| 
| 


“ NATIONALISM” IN THE UNITED STATES 58 


been much better presented in a short story. The literary 
critic does not find in the book the promise that its author 
will take high and permanent place as a novelist. The 
wide circulation which it has attained in the short time 
since its publication in January, 1888, is due to the fact 
that the earnest feeling with which it is written coincides 
with a very deep and wide-spread discontent with existing 
social conditions. The extreme ingenuity with which the 
story is developed within the narrow limits of its meagre 
plot and its few characters, and the artistic expression 
given to the conceptions of a new society, painted in the 
most roseate hue, have interested a multitude of readers. 
The American publishers have sold a hundred thousand 
copies, most of them in paper covers. A Boston rabbi 
has made a translation into German. Translations into 
other languages are reported. The story is the book of 
the hour in the United States. Whether this notoriety 
presages or not any new socialistic legislation, it signifies 
an inclination to question the prevailing social order in 
a large class of people not to be ranked as working men 
or women. The possible influence of these readers of 
Looking Backward in originating a public opinion able to 
shape legislation gives ample reason for the discussion 
here of the value of Mr. Bellamy’s scheme. 

By far the larger part of the volume is occupied with 
conversations, in which a citizen of Boston of the year 
2000 a.p. expounds the highly novel social and political 
situation. Mr. Julian West, the narrator of the story, is 
a young Bostonian, wealthy and cultivated, and without 
sympathy for the strikers in the “labor troubles” of the 
year 1887. He is afflicted with insomnia, and has there- 
fore had a subterranean sleeping-room constructed in his 
house. Put to sleep by the aid of a “magnetic” physi- 
cian on the evening of the 30th of May, 1887, he awakes 
only in the year 2000 a.p. His house had probably burnt 
down the same night, the chamber had been hermetically 


54 QUARTERLY JOURNAL OF ECONOMICS 


sealed by the layer of ashes resting upon it, and the vital 
processes are supposed to have been completely suspended. 
A new and strange city greets Julian West’s eyes as he 
looks from the roof of Dr. Leete’s house in the last year of 
the twentieth century. This new Boston, with its ample 
avenues, its noble parks, its superb public buildings, he 
recognizes only by the harbor, the river, and the adja- 
cent hills, which have not altered. But the civic, eco- 
nomic, and general social conditions of the time are 
much more strange, as his host describes them. They are 
far more incredible than the comparatively few inven- 
tions, which have done away with smoking chimneys and 
domestic service. The use of pneumatic tubes for ex- 
press business, and the application of the telephone to 
procure music “on tap” in every house, make no strain 
on the fancy of the nineteenth-century reader. It is, 
indeed, noticeable how little Mr. Bellamy has troubled 
himself to imagine the possible inventions of the next 
century. 

Intended as “the vehicle of a definite scheme of indus- 
trial reorganization,” the book plunges at once into the 
solution that has been found of the labor question. Such 
a question is not known in the year 2000 a.p. 


And there is no way in which it could arise.... The solution 
came as the result of a process of industrial evolution which could 
not have terminated otherwise. All that society had to do was to 
recognize and co-operate with that evolution, when its tendency had 
become unmistakable. 


This tendency was towards the consolidation of capital 
in fewer and fewer hands. 


During the last decade of the [nineteenth] century, such small 
businesses as still remained were fast failing survivals of a past 
epoch, or mere parasites on the great corporations, or else existed in 
fields too small to attract the great capitalists.... The railroads had 
gone on combining till a few great syndicates controlled every rail in 
the land. In manufactories, every important staple was controlled by 
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a syndicate. These syndicates, pools, trusts, or whatever their name, 
fixed prices and crushed all competition except when combinations as 
vast as themselves arose. ... The outcry against the concentration of 
capital was furious. Men believed that it threatened society with a 
form of tyranny more abhorrent than it had ever endured. They 
believed that the great corporations were preparing for them the yoke 
of a baser servitude than had ever been imposed on the race, servi- 
tude not to men, but to soulless machines, incapable of any motive 
but insatiable greed. Looking back, we cannot wonder at their 
desperation; for, certainly, humanity was never confronted with a 
fate more sordid and hideous than would have been the era of cor- 
porate tyranny which they anticipated. 


But there was a “strong economical reason” for this 
consolidation. It was a day of great things; and the 
great corporations carried on the national industries with 
a “prodigious increase of efficiency” and “vast econo- 
mies,” and, under this new system, “the wealth of the 
world had increased at a rate before undreamed of.” 


The restoration of the old system with the subdivision of capital, 
if it were possible, might indeed bring back a greater equality of con- 
ditions with more individual dignity and freedom; but it would be 
at the price of general poverty, and the arrest of material progress. 


But at last the tendency towards monopolies 


was recognized, in its true significance, as a process which only 
needed to complete its logical evolution to open a golden future to 
humanity. Early in the last [sic] century, the evolution was com- 
pleted by the final consolidation of the entire capital of the nation. 
The industry and commerce of the country, ceasing to be conducted 
by a set of irresponsible corporations and syndicates of private per- 
sons, at their caprice and for their profit, were intrusted to a single 
syndicate representing the people, to be conducted in the common 
interest for the common profit. The nation, that is to say, organized 
as the one great business corporation in which all other corporations 
were absorbed: it became the one capitalist in the place of all other 
capitalists, the sole employer, the final monopoly. 


This change took place without violence, according to 
Dr. Leete. The great corporations had given the country 
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a series of object-lessons which had convinced the most 
timid of the practicability of the nation becoming the sole 
corporation in the field, relieved by that very fact from 
many of the difficulties surrounding partial monopolies. 
Mr. Bellamy does not allude to the measures by which 
the property of the corporations or of individuals became 
the property of the nation. But, as no citizen of the 
new Boston owns anything but a small amount of per- 
sonal property, the inference is obvious that the national 
government had simply confiscated the plant of the syn- 
dicates and all private property. 

The new society is industrial, rather than militant, in 
every feature. There are no wars or government war 
powers. But the function has been assumed by the na- 
tion of directing the industry of every citizen. Every 
man and woman is enrolled in the “industrial army,” this 
conception being fundamental. This universal industrial 
service rests upon the recognized duty of every citizen 
“to contribute his quota of industrial or intellectual work 
to the maintenance of the nation.” The period of service 
“is twenty-four years, beginning at the close of the course 
of education at twenty-one, and terminating at forty-five. 
After forty-five, while discharged from labor, the citizen 
still remains liable to special calls, in case of emergencies.” 
There are, of course, no such numerous exemptions from 
this industrial service as qualify very greatly the rigor 
of the Continental military service of the present day. 
Every new recruit belongs for three years to the class of 
unskilled or common laborers. After this term, he is free 
to choose in what branch of the service he will engage, 
to work with hand or with brain : — 


It is the business of the administration to seek constantly to equal- 
ize the attractions of the trades, so far as the conditions in them are 
concerned, so that all trades shall be equally attractive to persons 
having natural tastes for them. This is done by making the hours 
of labor in different trades to differ according to their arduousness. 
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The principle is that no man’s work ought to be, on the whole, 
harder for him than any other man’s for him, the workers themselves 
to be the judges. 


The headship of the industrial army of the nation is 
the most important function of the President of the 
United States. Promotion from the ranks lies through 
three grades up to the officers. These officers are, in as- 
cending order, lieutenants, captains, or foremen, colonels, 
or superintendents, and generals of the guilds. The va- 
rious trades are grouped into ten great departments, each 
of which has a chief. These chiefs form the council of 
the general-in-chief, who is the President. He must have 
passed through all the grades, from the common laborers 
up. Excellence as a worker qualifies a private for the 
rank of officer; each officer makes appointments to the 
grade below him from the candidates having the best 
record. But the general of the guild is chosen from 
among the superintendents by vote of the honorary mem- 
bers, that is, of those who have served their time in the 
guild and received their discharge. The President is 
elected in the same way, from the heads of departments, 
and serves five years. Professional men, who do not be- 
long to the industrial army proper, but are in the employ 
of the nation, can vote for President, but are not eligible 
themselves. This is less of a hardship, as there are sup- 
posed to be no lawyers. Congress has but little to do 
beyond passing upon the reports of the President and the 
heads of departments at the end of their terms of office. 
Any laws which one Congress enacts must receive the 
assent of another, five years later, before going into 
| effect; but, as there are no parties or politicians in the 
year 2000 A.p., this is a matter of little consequence. 

In Mr. Bellamy’s Utopia, money is unknown: there is, 
therefore, no need of banks or bankers. Buying and sell- 
ing are processes entirely antiquated. The nation is the 
sole producer of commodities. All persons being in the 
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employment of the nation, there is supposed to be no 
need of exchanges between individuals. A credit-card is 
issued to each person, which he presents at a national 
distributing shop when in need of anything, and the 
amount due the government is punched out. The yearly 
allowance made to each person Mr. Bellamy does not put 
into figures ; but, in the course of his description of the 
system of national book-publishing, he lets fall the re- 
mark that “the cost of an edition of an average book can 
be saved out of a year’s credit by the practice of economy 
and some sacrifices.” This would indicate a possible sav- 
ing of several hundred dollars a year by any citizen. 
Every person is free to spend his income as he pleases; 
but tt is the same for all, the sole basis on which it is 
awarded being the fact that the person is a human being. 
Consequently, cripples and idiots, as well as children, are 
entitled to the same share of the products of the na- 
tional industries as is allowed the most stalwart or the 
most capable, a certain amount of effort only being re- 
quired, not of performance. Such is the force of public 
opinion that no one of able body or able mind refuses to 
exert himself: the comparative results of his effort are 
not considered. Absolute equality of recompense is thus 
the rule; and the notion of charity with respect to the 
infirm in body or mind is dismissed, a credit-card of the 
usual amount being issued to every such person as his 
natural right. 


The account of every person, man, woman, and child . .. is always 
with the nation directly, and never through any intermediary, except, 
of course, that parents to a certain extent act for children as their 
guardians....It is by virtue of the relation of individuals to the 
nation, of their membership in it, that they are entitled to support. 


In the new Boston of 2000 a.p., money, as we have 
said, is entirely absent. There is no need of it on the 
part of the nation, as almost all property is its own, and 
it can command the services and possessions of its citizens, 
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for public purposes, to any extent. The explanation of 
the absence of taxes and a national treasury is simple; 
but Mr. Bellamy fails to get along without the name of 
“dollar.” The credit-cards are “issued for a certain num- 
ber of dollars,” says Dr. Leete. “We have kept the old 
word, but not the substance. The term, as we use it, an- 
swers to no real thing, but merely serves as an algebraical 
symbol for comparing the values of products with one 
another. For this purpose, they are all priced in dollars 
and cents, just as in your day.” How a meaningless term, 
answering to no reality, can fix the value of commod- 
ities or services, and serve as an aid in distribution or 
exchange, one fails to see: the “algebraical symbol” 
remains an undetermined z. As Mr. Bellamy twice de- 
clares, further on, that money —that is to say, gold and 
silver—is “a merely conventional representative” of 
food and other commodities, it seems plain that he is an 
adherent of the greenback heresy, holding that only the’ - 
government stamp on gold or silver gives it value. Use 
for either precious metal, as a commodity valuable in it- 
self, there is apparently to be none to speak of in the year 
2000 a.p. Mr. Bellamy endeavors to explain the mean- 
ing of “cost,” “price,” and “value” in his Utopia; but, 
as he has dismissed money entirely, and as the service of 
one individual is as good before the law as that of another, 
we perceive that he has no easy task. A’s services, let 
us say, are worth ten gold dollars a day in this year of 
grace, 1889, and B’s but one, judged by the product of 
their labor. The problem is, how to define cost, price, 
and value, when A is rewarded precisely the same as B, 
all discrimination in recompense having been abolished, 
and when there is no common standard of exchange that 
has any reality. We are obliged to confess that for us 
Mr. Bellamy’s “algebraical symbol ” throws little light on 
the solution of this question. 
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It would require many pages of this journal to set forth 
all the features of Dr. Leete’s nation, as the author of 
Looking Backward ingeniously expounds them. They 
differ in the degree of their nearness to probability. For 
our present purpose, we have indicated sufficiently the 
nature of Mr. Bellamy’s social dream,—a nation in the 
highest degree centralized, a society in which no differ- 
ences of natural or acquired ability are distinguished in 
the reward of services, in which private property is lim- 
ited to a few personal belongings, in which there is no 
money, no buying or selling, no taxes, in which the gov- 
ernment has full control of the citizen for twenty-four 
years, in which all receive the same salary from the nation, 
in which the government is the one employer of labor, the 
one producer, distributer, and publisher. We have here, 
apparently, a sufficient number of topics to discuss in 
considering the feasibility or the desirability of this ideal 
construction of a new social and political order. Before 
devoting a few pages to this purpose, however, it will be 
convenient to sketch the history of the formation of 
“ Nationalist Clubs” in the United States, which has fol- 
lowed upon the publication of Looking Backward. 

The book, from its first appearance, was received by the 
American press with much favor as a literary perform- 
ance. Its great cleverness and ingenuity, its contagious 
earnestness of sympathy with the unsuccessful in the 
social struggle of to-day, the very vehemence of its de- 
nunciation of the existing order, and its assured pictures 
of the superlative ease and happiness of the year 2000 
A.D. won for it particular attention in the city which 
was its scene. Mr. Bellamy himself had never had, he 
tells us, 
previous to the publication of the work, any affiliations with any class 
or sect of industrial or social reformers, nor, to make my confession 


complete, any particular sympathy with undertakings of the sort. 
It is only just to myself to say, however, that this should not be 
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taken to indicate any indifference to the miserable condition of the 
mass of humanity, seeing that it resulted from a perception, all too 
clear, of the depth and breadth of the social problem, and a consequent 

] scepticism as to the effectiveness of the proposed solutions which had 
come to my notice. 


He undertook to write Looking Backward with no pur- 


pose 

of attempting a serious contribution to the movement of social re- 
form. The idea was of a mere literary fantasy,—a fairy tale of 
social felicity. There was no thought of contriving a house which 
practical men might live in, but merely of hanging in mid-air, far 
out of reach of the sordid and material world of the present, a cloud- 
palace for an ideal humanity. 


| But, while working out the details of this picture, with 
| especial reference to the disposition of the labor problem 
, by the people of the thirtieth century (in which the 
| scene was to be located), Mr. Bellamy made use of the 
notion of an industrial army similar to the great military 
organizations of France and Germany. He began to per- ° 
ceive the full potency of this idea, and came to recognize 


in the modern military system not merely a rhetorical analogy for 
a national industrial service, but its prototype, furnishing at once 
a complete working model for its organization, an arsenal of patriotic 
and national motives and arguments for its animation, and the un- 
answerable demonstration of its feasibility drawn from the actual 
experience of whole nations organized and manceuvred as armies... . 
Something in this way it was that, no thanks to myself, I stumbled 
over the destined corner-stone of the new social order. It scarcely 
) needs to be said that, having once apprehended it for what it was, it 

became a matter of pressing importance to me to show it in the same 
light to other people. This led to a complete recasting, both in form 
| and purpose, of the book I was engaged upon. Instead of a mere 


fairy tale of social perfection, it became the vehicle of a definite 
scheme of industrial reorganization. 


The time of the story was now fixed in the year 2000 
A.D., and its interest as a novel was severely subordinated 
to its argument. Mr. Bellamy soon persuaded himself 
that the mantle of a genuine prophet had fallen upon him. 
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Taken by itself as a story, Looking Backward by no means 
commits its author to a belief that the scheme it describes 
will ever become a reality. It might have been written 
purely as an ideal construction on paper, with a view 
only to stimulate existing mankind to think upon the 
possible improvement of its lot. It would then have 
been properly subject only to the demand that the repre- 
sentation hold together artistically and logically. We 
have been thus far concerned with the book and its social 
scheme merely in this light. Looking Backward appears 
in another and much less effective aspect when it is pre- 
sented to the nineteenth century as an inspired account 
of the actual order of things in the twentieth century. 
In March, 1888, Mr. Bellamy replied to a Boston re- 
viewer, who had suggested seventy-five centuries hence as 
the more probable date for such felicity as the story 
depicts, in this prophetic fashion : — 

Looking Backward, although in form a fanciful romance, is in- 
tended in all seriousness as a forecast, in accordance with the princi- 
ples of evolution, of the next stage in the industrial and social devel- 
opment of humanity, especially in this country; and no part of it is 
believed by the author to be better supported by the indications of 


probability than the implied prediction that the dawn of the new era 
is already near at hand, and that the full day will swiftly follow. 


This assertion he sought to substantiate by instancing 
the speed with which the independence of the United 
States, the unity of Germany and Italy, and the abolition 
of slavery were achieved. That these changes were politi- 
cal, and consequent upon wars of long duration and enor- 
mous cost, does not appear to have occurred to Mr. Bel- 
lamy. His confidence as a prophet notably increases as 
time goes on. In May, 1889, he writes : — 


My conviction as to the shortness of the time in which the hope of 
Nationalization is to be realized by the birth of the new and the first 
true nation, I wish to say, is one which every day’s reflection and 
observation since the publication of Looking Backward has tended to 
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confirm. [It then] appeared to me reasonable to suppose that by the 
year 2000 the order of things which we look forward to will already 
have become an exceedingly old story. 


A peaceful revolution within the next fifty years, re- 
sulting in a thorough change in the political and indus- 
trial order now prevailing, is thus foretold by Mr. Bel- 
lamy. Indeed, if we may trust a still later vaticination, 
modern society must prepare itself for the change even 
sooner. In an address delivered in Tremont Temple on 
May 31, 1889, he discussed the evil of Trusts at length, 
to conclude that 


Plutocracy or Nationalism is the choice which, within ten years, 
the people of the United States will have virtually decided upon. 


Looking Backward credits the passage from the present 
order to that which it describes to the “ National party,” 
which arose in the earlier part of the twentieth century. 


It probably took that name because its aim was to nationalize the 
functions of production and distribution. Indeed, it could not well 
have had any other name; for its purpose was to realize the idea of 
the nation with a grandeur and completeness never before conceived. 


The idea naturally occurred to a considerable number 
of Bostonians, who had read Mr. Bellamy’s socialistic 
romance with an enthusiastic conviction that here at last 
the true social gospel was delivered, that associations for 
the purpose of disseminating the views set forth in the 
book could not be formed too soon, as the forerunners of 
this National party of the future. Accordingly, a club, 
called “The Boston Bellamy Club,” was started in Sep- 
tember, 1888, which was formally organized as “The 
Nationalist Club” in the following December. In the 
Nationalist magazine, the first number of which appeared 
in May, 1889, the secretary of the club has given a minute 
account of its formation. The constitution declares that 
“the object of this club shall be the nationalization of 
industry, and thereby the promotion of the brotherhood 
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of humanity. The economic tendency of the age being 
favorable to this end, this club seeks to promote its prac- 
tical adoption by familiarizing the people with the benefi- 
cent idea underlying it, and by encouraging national and 
local measures tending in this direction.” 

The Boston Nationalist Club has called into being up 
to the present time (September 1, 1889) seventeen other 
clubs, now fully organized, of which seven are in Cali- 
fornia. Sixty-eight other clubs are reported as partly 
organized. These associations are located in cities and 
towns of all sizes in various parts of the country. The 
total number of members has not been ascertained; but it 
is in contemplation to form a “ Nationalist League” in a 
short time, to secure “concerted efforts in the direction 
desired.” The Boston club numbers 107 members. Thir- 
teen more names were proposed for membership at the 
August meeting. Of these one hundred and twenty 
persons, some fifteen are not resident in Boston or its 
vicinity, but joined this club because it was the first one 
formed. 

An organization which looks forward to an entire re- 
construction of the political and industrial order of the 
present day naturally provokes a close inspection of its 
membership; and a first inquiry is, How many business 
men, men actually engaged in production or distribution, 
are found on the roll of the Boston club? Such names 
are plainly conspicuous by their absence. I have myself 
been well acquainted with Boston for more than twenty 
years; and there is but one name on the list which I 
recognize, or have seen before in any place or in any 
connection, as that of a business man. An examination 
of the list by a retired dry-goods commission merchant, 
whose more intimate acquaintance with several leading 
lines of business goes back for forty years, fails to find 
even one name connected with these lines. The member- 
ship includes twenty-six women, thirteen clergymen, six 
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physicians, three or more journalists, and two or three 
lawyers. The assertion of the first president of the 
Boston club is that it numbers among its members “me- 
chanics, merchants, ministers, lawyers, doctors, inventors, 
artisans, agents, journalists, clerks, government officials, 
army officers, writers, poets, business men, and men 
and women of leisure,” and that “many very distin- 
guished men and women are strongly identified with 
Nationalism.” These claims evidently need, however, to 
be investigated. As we have already seen, “ merchants” 
and “business men” of standing are almost entirely 
wanting to the list. If we eliminate the professional men 
of the four classes enumerated above and four ladies of 
distinction, the list remains one of comparatively unknown 
persons. Among these, it is orly fair to presume that 
there is a considerable number of persons who are prop- 
erly classified as professional reformers and instantaneous 
world-regenerators,— to use a common but very expres- 
sive word, “cranks.” Every organization of this general 
description attracts such people, by its novelty, if not 
otherwise, to the very small help of the more capable 
promoters of the movement. Few programmes could be 
imagined more likely to excite the enthusiasm of philan- 
thropists of this order than the comprehensive scheme of 
Nationalism. 

Four of the thirteen clergymen are active leaders of the 
“ Christian Socialist” movement, lately started in Boston, 
the objects of which are of extraordinary number and 
inclusiveness. The “many very distinguished men and 
women ” are easily reducible to a list which numbers the 
Rev. Dr. Edward Everett Hale, Mrs. Mary A. Livermore, 
Miss Frances E. Willard, and Thomas Wentworth Hig- 
ginson. Miss Whitney, the artist, and Mrs. Abby M. 
Diaz might perhaps be named in this connection. Even 
this scant enumeration must, however, be curtailed. Dr. 
Hale, in the most practical article which has yet appeared 
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in the Nationalist magazine, states his own position thus: 
“The American people is a very sensible people, and they 
will carry forward the business of intrusting different 
manufactures to the governments—the local govern- 
ments, the State governments, or the National govern- 
ment — just about as fast and as far as it will pay.” 
This is evidently a much more tenable position than Mr. 
Bellamy’s. Colonel T. W. Higginson has taken pains to 
make known his own standing as an “associate member” 
simply. The constitution of the club, with a refreshing, 
if not exactly logical, hospitality, provides that, besides the 
“active membership, ... open to all persons who believe 
in the nationalization of industry, ... associate member- 
ship shall be open to all persons who believe in the 
nationalization of any special industry not already under 
the control of the nation.” This elastic provision admits 
Colonel Higginson, as a believer in the advisability of 
adding the telegraph to the post-office administration. 
The number of associate members in the Boston club is 
not stated; but it includes Dr. Hale, who believes that the 
strengthening of the State governments is one of the chief 
needs of the time. The four ladies named are favorably 
known for their interest and their labors in reformatory 
movements, especially in the causes of prohibition of the 
liquor traffic and woman suffrage; but their distinction 
has not been won in any economic sphere. The list of 
contributors to the magazine includes Solomon Schindler, 
a Jewish rabbi well known in Boston, Professor Thomas 
Davidson, Mrs. Helen Campbell, and T. B. Wakeman, 
in addition to members of the Boston club already named. 
The names of Mr. George M. Stearns, the noted Massa- 
chusetts lawyer, of Rev. Minot J. Savage, and Rev. Dr. 
Heber Newton, have been erroneously connected with the 
movement. 

The five numbers of the Nationalist already issued make 
plain, as the reader of this article will probably already 
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have perceived, that “ Nationalism” is characterized most 
of all by a literary character. It was founded upon the 
basis of a clever novel, which itself originated in a meta- 
phor pushed to the extreme. It naturally aroused the 
special interest of people more or less literary, in disposi- 
tion or occupation, who have also a philanthropic turn, 
and share the general interest in social problems. Its 
sentimental rather than literal character is indicated by 
the number of ladies associated with it, but most of all by 
the tone of the Nationalist magazine, in which “ Ballades 
of the Outcast” alternate with fervid appeals on “ The 
Brotherhood of Humanity.” The bright young journalists 
and the warm-hearted women, who have thus far contrib- 
uted most of the matter of the Wattonalist, are very sin- 
cere, doubtless; but discussions of a quite different order 
are needed to secure the full respect of students of eco- 
nomics or politics, or men of affairs. ‘The author whose 
pen of: fire had drawn pictures of inextinguishable flame 
on the mind-canvas of his continually increasing audi- 
ence” (to quote a few words of the fine writing which 
certainly lights up the pages of the magazine, and gives it 
a power of amusement, if not of conviction) appears to 
them as the legislator of a new and better era, in which 
human nature shall have lost many of its most distinctive 
traits, and a complete transformation have occurred in the 
institutions of mankind, political, industrial, and social. 
Others must be pardoned if they discount these exorbi- 
tant pretensions, and if they remember what Goethe said 
of a much greater literary character than the author of 
Looking Backward : “When Byron reflects, he is a child.” 
When Mr. Bellamy projects upon the canvas of a romance 
of the future the ingenious imaginations of an ardent 
mind with a peculiar gift for picturing eccentric charac- 
ters and extravagant situations, we read with pleasure his 
brilliant chapters. We are conscious of the extreme in- 
justice of his black representations of existing society, 
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where all is wrong and outrage (nothing could be more 
partial than his metaphor of “the coach”), compared with 
his cheerful delineations of a future time when all is right 
and bright. But, as a provocative to thought, as a brill- 
iant dream which forces us to inquire more closely into 
the justification for existing institutions, the book edifies 
and entertains. We read it with an eagerness proportion 
ate to our youthfulness of feeling and our respect for the 
ideal as compared with the actual; and we recommend it 
to our friends, sure that their time will be well spent in 
its perusal. But when Mr. Bellamy assumes, “in all 
seriousness,” the réle of prophet, refusing to be accepted 
simply as an intellectual stimulator through the imagina- 
tion, he imposes a painful strain upon our respect. When 
he prophesies, “he is a child.” The author of Looking 
Backward is so thoroughly a man of letters rather than an 
orator of the millennium, a man of imagination rather than 
of political sense and economic sagacity, that his best 
wishers must desire for him the speediest possible collapse 
of a crusade which, as at present organized, is much more 
amusing than formidable. The solid reputation in the 
field of letters which Mr. Bellamy has been making, and 
to which Looking Backward has properly contributed 
much, can only be weakened by the mere notoriety which 
his extravagant prophecies have conferred upon him. 

How much irrationality this scheme involves, how con- 
tradictory it is to the actual development of modern 
industry thus far, and its probable evolution hereafter, 
and how utterly subversive it is of the political freedom 
dear to the Anglo-Saxon race and of the deepest-founded 
American institutions, we will briefly consider. Mr. Bel- 
lamy does not prejudice one with a high opinion of his 
logical ability, when, at the outset of his story, he declares 
that the people of the United States conclude in the next 
century “to assume the conduct of their own business, 
just as, one hundred odd years before, they had assumed 
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the conduct of their own government, organizing now for 
industrial purposes on precisely the same grounds on 
which they had then organized for political ends.” The 
Revolutionary War has, on the other hand, seemed to 
most people a war on centralization of power, a war to 
guarantee the freedom of the individual from tyranny by 
the government. The analogy of the War of the Revolu- 
tion against arbitrary taxes, conceived as an interference 
with just home rule, with a condition of affairs in which 
everything is done by the State, in which no person can 
have any control of himself between the ages of twenty- 
one and twenty-four, in which from twenty-one to forty- 
five he is in the service of the nation, in which a self- 
appointing hierarchy excludes from the suffrage the whole 
body of manual laborers for twenty-four years, and per- 
manently debars all professional men from holding office, 
in which there are no town-meetings, no political discus- 
sions, no representative bodies having any true vitality,— 
this analogy is not so close and immediately obvious as 
might be desired. Mr. Bellamy’s nation is a hard and 
fast bureaucracy, the personnel of which once instituted 
by popular vote would perpetuate itself in the closest 
routine. The power of appointment in the industrial 
army being in the officers of the grade above, the advan 
tages of monarchical and of democratic rule are equally 
absent. 

There is no institution of the Old World which weighs 
more severely upon the people than the immense standing 
armies that drain the wealth and the life of the nations 
from the channels of true usefulness, and check most 
seriously the progress of human civilization. The Ger- 
man flees to this country, that he may be his own master 
during the best years of his life. But Mr. Bellamy would 
create an industrial army, escape from which would be 
impossible, in a country which has utterly repudiated the 
institution on which it is modelled. In fact, the author of 
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Looking Backward is here as elsewhere, the slave of fanci- 
ful analogies: a figure of speech carries him away a com- 
plete captive. Whether it be the one umbrella for the 
whole city, the industrial army, or the coach of modern 
society, he is not content until he has pursued his meta- 
phor to the farthest limit of fancy. He then offers the 
consistency of his metaphor with itself as an equivalent 
to consistency with reality or probability. 

Mr. Bellamy’s blind adherence to the European type of 
socialism, regardless of any peculiarity, however impor- 
tant, in the American situation, is seen in the complete 
annihilation to which he consigns the American State; 
that is, Massachusetts or California. In his Utopia, the 
central government, the national power, is everything, 
certain functions being delegated by it to the municipali- 
ties. There is no State government, there is no State 
pride, there is no local attachment to the institutions of 
Maine or Minnesota. The two hundred millions of Ameri- 
cans of the twentieth century recognize but one govern- 
ing power, seated at Washington. The centralization of 
power, which the wisest American statesmen have always 
dreaded, is carried to the extreme. That the author, 
however imaginative, should seriously suppose that within 
a hundred years the federal principle will be utterly 
neglected in the United States and every State line be 
abolished, is sufficiently curious. He evidently has as 
little hold upon reality in the sphere of politics as in that 
of economics. The abolition of State governments in 
America fully matches the abolition of private property ; 
and the assertion that political liberty will continue under 
such centralization corresponds to the notion that the 
rights of the individual are not at all interfered with! 

The capital importance of the political situation, in the 
. discussion of socialism in America, seems thus far to have 
escaped the due attention of socialists in this country. 
Most of them, indeed, are natives of other lands, in which 
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the federal principle is not in force, and in which centrali- 
zation of power is as natural as it is within the limits of 
New York or Illinois. One practical difficulty in the 
adoption in America of such industrial socialism as Look- 
ing Backward depicts is the immense size of the country, 
divided now into forty-two States and five Territories, 
many of them large enough for a European kingdom. 
Another is the enormous population, which would be 
altogether unmanageable by the most ingeniously devised 
bureaucracy or industrial hierarchy. But a third barrier 
to the very adoption of national socialism, to say nothing 
of its successful working, is the intense individual life of 
the States which go to make the nation, as strong, Mr. 
Warner has lately told us, in the North-west as on the sea- 
board. Statesmen at home and abroad unite in eulogy of 
the federal idea, and declare the continuance of political 
freedom in America to be closely dependent on the vigor 
and independence of the separate commonwealths. For 
my own part, I perceive here the rock upon which all 
American socialists must founder —if they ever reach it! 
The corner-stone of political freedom— the American 
State—will shipwreck every Utopia that strikes it. 
To the construction of a scheme of socialism which shall 
recognize the existence of forty or fifty States as distinct 
as Massachusetts and Louisiana, as Pennsylvania and 
Oregon, some bold thinker may yet address himself. But 
the practical difficulties which the simple facts of history 
and geography have created will be easily annihilated only 
on paper. 

Naive writers in the Nationalist find in the formation of 
a hundred Nationalist Clubs in a year and a half, and in 
the sale of a hundred thousand copies of an interesting 
romance, the sure prophecy of an immense change in 
American institutions within a dozen years, and of their 
entire transformation within fifty. But not one in a 
hundred of the readers of Looking Backward has yet joined 
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a Nationalist Club even. Should half the population of 
the United States join the Nationalist party, which has 
not yet appeared above the horizon, they would find the 
political difficulties of their programme insuperable. But 
long before that unlikely day the American people will 
have solved most of the difficulties of the present, indus- 
trial and social, for which Nationalism is prescribed as the 
heroic remedy. 

Mr. Bellamy has been led, by the phenomena of trusts, 
since he completed his romance, to bring within ten years 
from now the inevitable hour of the introduction of the 
Nationalist era. The highly rhetorical language in which 
these monsters are described, and the confident prophecy 
of the immediate dissolution of the whole existing indus- 
trial system, are a poor substitute for suggestions of effec- 
tive government control of these new associations. That 
the elaboration of wise measures of legislation concerning 
trusts is a difficult problem all must concede. But the 
panic which the Nationalists would encourage is senseless. 
The development of legislation under a democracy must 
be considerably posterior, of course, to the full evolution 
of the phenomena with which it deals. The inventive 
talent and the business shrewdness of modern men have 
always an advantage over the cumbrous machinery of leg- 
islatures and congresses. Immense fortunes are the re- 
sult of this forwardness in building railroads, stringing 
telegraphs, or constructing trusts. The modern demo- 
cratic State has not yet mastered the question of railroad 
legislation, but at no time has it been in danger of destruc- 
tion from railroad magnates. The problem presented by 
the trusts is no more threatening than the corruption of 
legislatures by railway corporations. Legal and moral 
compulsion have sufficed to retain a measure of health in 
the body politic under all the menaces offered by the 
astounding development of railways in the last fifty years. 
Believers in moral progress are not justified in falling 
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into a panic over trusts. A much less doubtful remedy 
than the nationalization of industries is near at hand in 
such a revision of the tariff as shall render it a necessity 
to make trusts world-wide. So inflated, they will have a 
hard struggle for simple existence. Should trusts persist 
in an international form, experience will teach new and 
more efficient measures of control or repression. 
Meanwhile, it remains true that the skies do not neces- 
sarily fall with the appearance of each new phenomenon 
in economics. Human society has never yet taken such 
a leap in the dark as the plunge into Nationalism would 
be. The “cultured and conservative class,” for the con- 
version of which Looking Backward is stated to have 
been written, has thus far manifested little inclination to 
take up Nationalism. The American press, with scarcely 
an exception, treats it with amusement, as the latest Bos- 
ton “fad.” The ineffective character of the movement so 
far, as regards its distinctive aim,— the nationalization of 
productive industries,— is apparent in its failure to enlist 
practical men of affairs or teachers of economic science. 
Nationalism is derided by the labor organs as the senti- 
meutal nostrum of people who are out of all vital touch 
with workingmen. It gets no sympathy from the fol- 
lowers of Henry George. The literary class, from which 
it has been chiefly recruited thus far, has lent it but a 
small portion of its sympathy. The amount of serious 
discussion which Nationalism has received in public meet- 
ings or in the press is slight, and does not indicate any 
wild-fire spread of the movement. The literary éclat 
given it by the novel to which it owes its inspiration, and 
by the friendship of the guild of letters for the talented 
author of Looking Backward, will naturally subside in 
time. Robert Elsmere has not founded a sect, and Look- 
ing Backward will hardly originate a political party. 
Nationalism may have a future in the United States, 
however, under a more modest name and with its exorbi- 
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tant pretensions abated. What this future may be is well 
indicated by the actual work, little as it is, which the Na- 
tionalist Clubs have already attempted. Members of the 
Boston club appeared before a committee of the Massachu- 
setts legislature in advocacy of a bill permitting towns 
and cities to supply their inhabitants with gas and electric 
light, as they now supply water. The bill was passed by 
the House, but was thrown out by the Senate. Munici- 
pal gas-works, the ownership by the city of the street 
railways, a government telegraph, State ownership of the 
steam railways even, are actual phenomena of English and 
German civilization. No person advocating the same 
measures in the United States can be set down as merely 
fanciful. Professor Jevons well stated the position, I 
take it, of the majority of thoughtful people in England 
and America on the relation of the State to private enter- 
prise in the conduct of these public or semi-public func- 
tions, when he declared, in words of which Dr. Hale’s, 
already quoted, are an echo, that no theory of the proper 
limit of government power would stand in the way of 
any forward step which is manifestly for the public wel- 
fare. But each matter is to be decided, as a special case, 
on its particular merits. Wholesale Nationalism is at 
least as irrational as bigoted laissez faire. In their advo- 
cacy of a government telegraph and parcels-post service, 
and of municipal gas and electric light works and street 
railways, the Nationalists have been long preceded by 
such publicists as compose the American Economic Asso- 
ciation. The names of the professors and students of 
economics borne on the roll of this association are entirely 
absent from the membership of the Nationalist Clubs, and 
are likely to remain so. But these latter may use the 
weapons forged by much more sagacious hands than their 
own, and may become working organizations of some 
efficiency in educating public opinion and procuring legis- 
lation. The experience of the civil service reform and 
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tariff reform clubs would indicate that the wisest course 
for the Nationalists is to drop their name, which points to 
an impracticable ideal, purge their constitution of cum- 
} brous generalities, give up preaching the full millennium, 
and devote themselves first to the specific task of bringing 
the lighting of towns under municipal ownership and of 
extending the national postal service to include the tele- 
graph and a parcels-post, which they should distinguish 
more carefully from “industries” proper, as public or 
semi-public functions. A number of years will probably 
pass before these improvements become “urgent,” having 
been seen to be feasible as well as desirable. A prodig- 
ious reform in the civil service, national and municipal, 
and a great change in the tariff are their probable ante- 
cedents ; and neither of these is very near. 

Between municipal works for supplying light to all 
citizens, however, and the ownership of the street rail- 
ways, there is a gap which will need a still longer time , 
for its filling-in here in America, if it is ever filled at all. 
From that to State or National ownership of steam rail- 
ways is an enormous leap, against which the probabilities 
are now very great. The student of present social ten- 
dencies, who will allow himself to be instructed by the 
history of his own country and by the economic factors of 
his own environment, will not be eager to prophesy. But 
he may be sure that the success of a government tele- 
graph in America is not guaranteed by the fact of its 
| success in England, and that imperial Germany does not 
furnish a precedent to be blindly followed in State owner- 
ship of railways. Each extension of government owner- 
ship will be made only as the special conditions here 
existing are clearly shown to favor the specific measure. 
In the discussion of the practicability of each step, such 
an enthusiastic temper as the Nationalists display, and 
such an indiscriminate support as they give to every 
measure conferring fresh power upon the State, are not 
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elements of a wise solution. The conscious development 
of our complex modern civilization, ruled as it must be by 
many various tendencies, is not likely to prosper in the 
hands of mere dreamers. 

The Nationalists are completely swept off their feet by 
the present set of the tide towards socialism. But indi- 
vidualism will remain a permanent factor in human 
nature, we may feel certain,—a factor for which no one 
need apologize to the Nationalist. A very characteristic 
saying is reported of a member of the Boston club. Told 
that Nationalism has very little support from human 
nature as it is, he admitted the fact, and declared that it 
derives its support from “human nature as we desire to 
have it.” No confession could more exactly hit off the 
character of Nationalism, as one sees when he passes over 
the semi-public functions which we have been considering 
(and of which Mr. Bellamy makes no mention in his ro- 
mance), and comes to the pure socialism that is its essence, 
and alone gives it a reason for existence. A world from 
which a true individualism and all the virtues springing 
from it have been extirpated, in which the private person 
has no standing, in which a gross satisfaction in the fact 
of a well-filled stomach and a well-clothed back is the 
predominant temper, contrasts ill with the present world, 
which, with all its shortcomings and its evils, is, intellect- 
ually and spiritually, much richer and fairer. In short, 
the nationalization of all industries is a fantastic pro- 
gramme. Mr. Bellamy’s economic ideal is entirely un- 
realizable. The intellectual and moral ideal indicated by 
the speeches of the complacent Dr. Leete is supremely 
undesirable. 

NicHoLas P. GILMAN, 
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NOTES AND MEMORANDA. 


Messrs. Macmmntan announce a Dictionary of Political 
Economy, under the editorship of Mr. R. H. Inglis Palgrave. 
Its scope, according to the English traditions, may be expected 
to be somewhat less wide than that of the German dictionaries 
and handbooks; while, on the other hand, English subjects 
and authors will naturally receive a greater share of attention. 
The name of the editor is a guarantee of careful and scholarly 
treatment. The first volume, covering the letters A-O, is 
nearly completed; and the second, covering D-K, is in hand. 

The same firm have also in the press a treatise on the Ze. 
ments of Politics, by Professor Henry Sidgwick. Among the 
subjects dealt with, besides the general principles of legisla- 
tion, are Socialistic Interference and the Resources of Govern- 


ment. 


Ir is also announced that an “exhaustive” life of Adam 
Smith is in preparation by Mr. John Rae and may be expected 
to appear shortly. 


Tue legislation of Germany on co-operative societies has 
been codified, and in some respects amended, by the act for 
their regulation passed on the first of May last. Much the 
most important change is that by which the members of a 
society are no longer to be liable, jointly and severally, for its 
debts. The principle of direct and unlimited liability has 
been peculiar to the German societies, and was imposed on 
them by law at the instance of Schulze-Delitzsch. But the 
growth of the movement, the development of various sorts of 
societies, and, not least, the shock occasioned by the enforce- 
ment of unlimited liability in some striking cases, led even 
Schulze himself, in the later years of his life, to admit the 
desirability of some modification. 
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The new act permits a society to register with one of three 
forms of liability for the members: (1) unlimited liability 
directly to the creditors for all debts; (2) unlimited liability to 
the society, the creditors having a remedy against individual 
members only if insolvent members have failed, after judicial 
proceedings, to make a fund sufficient to meet the debts; (3) 
liability limited to a certain amount. In this last case, there 
is a provision similar to that of our national banking law,— 
each member shall be liable, not only for his share of the 
society’s capital, but for at least as much more. The societies 
with limited liability are under certain restrictions as to trans- 
ferability of stock, continuing liability of members after they 
have left the society, voting rights by members, and not by 

, Shares, which are expected to prevent them from degenerating 
into ordinary joint stock concerns. 


Tue discussion on international legislation for the protec- 
tion of workmen, of which an account was given in the last 
issue of this journal, has been advanced a step by a circular 
note addressed by the Swiss Bundesrath to the governments 
of the other European countries. This note, dated March 15, 
and printed in full in the last number of the Jahrbuch fir 
Gesetzgebung, invites the governments to send representatives 
to a conference at Bern, in September, at which a preliminary 
list of measures is to be drawn up. The Bundesrath itself 
suggests the following points for consideration: (1) prohibi- 
tion of work on Sundays; (2) a minimum age for children 
employed in factories; (3) maximum working hours for young 
persons; (4) prohibition of employment of women and chil- 
dren in dangerous or unhealthy occupations; (5) limitation of 
night-work for the same classes; (6) the mode of carrying 
out any agreements that may be reached. The language of 
the note is cautious, and in some ways curiously cautious. 
The conference, it is said, must confine itself to drafting meas- 
ures for future consideration, without power to bind any gov- 
ernment. Switzerland disclaims for herself any intention 
of weakening her present legislation: she means rather to 
strengthen it. Among the grounds for international regula- 
tion, quite as much stress is laid on the need of “checking 
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the production of goods in excess of demand ” as on the desir- 
ability of helping and protecting the workmen; while, again, 
among the grounds for helping the workmen, reference is 
adroitly made to the loss of military effectiveness, which re- 
sults from their physical deterioration. 

On another page of the Jahrbuch, we are told that the note 
elicited a sufficient number of favorable answers to make the 
conference at Bern certain. It remains to be seen whether 
this effort will prove more successful than the similar one 
made by Switzerland in 1871. 


In the Appendix to this number is printed a translation of 
the text of the German act of May last on pension insurance 
for workmen. It will be seen that the measure sets up, in 
addition to the Krankenkassen already organized for sick in- 
surance, and the Berufsgenossenschaften for accident, a new 
piece of machinery in the shape of the Versicherungsanstalten. 

These insurance offices are much more distinctly govern- 
ment affairs than the earlier forms of organization. In the 
latter, an attempt was made to let the workmen and employers 
manage the business as much as possible for themselves, and 
to minimize government interference. But the principle of 
compulsory insurance brings with it a need of searching pub- 
lic control; and the tendency has been, almost inevitably, for 
the government to take an increasing share in the direct man- 
agement of the system. The freedom of the individual is least 
restricted in the Berufsgenossenschaften, which the employers 
manage somewhat as they please; but they are a cumbrous 
and expensive piece of machinery, dwarfed into comparative 
insignificance by the new act, and likely before long to be 
much modified or even given up entirely. In sick insurance, 
the Ortskrankenkassen, which are organized by trades, are 
said to work less economically and efficiently than the associa- 
tions managed directly by the municipal or communal authori- 
ties; and the disposition is to put the whole business of sick 
insurance into the hands of such public associations. In the 
new act, the share which workmen and employers have in the 
management is very slight. The important body is the Vor- 
stand, which consists of officials appointed by the local or cen- 
tral bodies. 
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Perhaps the most striking feature of the present act is the 
complexity of the calculations it will necessitate, and the enor- 
mous amount of clerical labor it will entail. These difficulties 
are the result of the grading of the pension. The pensions 
vary with the contributions paid on the workmen’s account, 
the contributions, again, varying with their wages. The min- 
imum pension, for old age, will be 106.40 marks a year; the 
maximum to be 191 marks. For disability, the minimum is 
114.70 marks; no maximum is defined, but the pension can 
hardly exceed 300 marks. To determine how large it shall 
be, a complete record must be had of the contributions paid 
for every workman since his seventeenth birthday. Obviously, 
this record, once begun for any workman, must be kept in- 
tact until his pension is settled or it is certain that he has 
died; and these millions of records must be registered and 
catalogued. And the final step of making out the pension 
from the record will be no light task. It must appear in 
almost every case that the applicant’s contributions were not 
uniform; for his wages, and therefore the contributions paid 
on his account, will have varied from time to time. More- 
over, in the vast majority of cases, he will have belonged, in 
the course of his life, to different insurance offices. It will be 
necessary, therefore, to calculate not only the total pension to 
which his contributions entitle him, but also the share of the 
pension due from each insurance office concerned, that share 
varying according to the contributions each office has received 
on his account. It is not surprising that a separate depart- 
ment, a division of the Imperial Insurance Bureau, is estab- 
lished for aiding in these laborious computations. 

For keeping the record and paying the contributions, the 
stamp method is used. The record of contributions is kept 
on cards, one issued to each person insured for every year of 
contribution. On the cards the employer or his agent pastes 
stamps for the amount of contributions due on the workman’s 
account. When a card is covered with stamps for a year of 
contribution, it is to be returned to that insurance office in 
which the workman first began his connection with the insur- 
ance system, and is there kept, with the man’s other cards, 
until he makes application for a pension. The device is in- 
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genious, yet not without its difficulties, Some objections, it 
is true, are met by calling in aid the existing machinery of the 
sick associations. These associations can be made agents for 
collecting the contributions; they affix the required stamps to 
the cards, and collect from each employer the total sums due 
by him. Negligence and mistake by the employer are thereby 
in some degree guarded against. But the workman is the 
custodian of the card for the current year; he must carry it 
with him as his employment shifts; and, obviously, there is 
danger of loss, negligence, defacement. 

All the machinery of the new act, even more than that of 
its predecessors, presupposes a thoroughly centralized and 
highly capable body of public officers, whose activity must 
ramify to the remotest corners of the country. To attempt to 
work such a system in a country like England or the United 
States would be preposterous; and it is a question whether 
even German bureaucracy may not break down under the task 
now imposed on it. 


THE COST OF PRODUCTION OF CAPITAL.* 


Mr. Gipp1nes’s “further analysis” of the economical notions 
expounded in Professor Béhm-Bawerk’s book on Capital could 
hardly, I think, be accepted by the professor (though, no doubt, 
he will speak for himself). It seems at least inconsistent with 
the several principles of the school to which the professor 
belongs. To writers who agree that interest is a question not 
of production, but of distribution, it could never appear right 
to describe interest as “a unique stream of wealth drawn by 
means of capital from the bounty of nature.” To them it is 
a problem not of a surplus product, but of a surplus value. 

Mr. Giddings is of course fully aware of the distinction; 
and, near the end of his note, he goes so far as to say that 
capital by making labor productive tends to bring its own 
interest to a minimum (p. 507). Yet his main contention (if 
I mistake not) is that interest does not fall to zero because the 
cost of producing capital is always greater than the cost of 
producing articles for immediate consumption (p. 505). In 


*See Quarterly Journal of Economics, July, 1889, p. 503. 
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other words, to him the old theory that value depends upon 
cost, is true, at least in this instance. But to the Austrian 
economists it is not more true in“this instance than in any 
other. Cost influences value only as affecting the quantity pro- 
duced and on the assumption that what is produced is desired. 
The author of the Positive Theory of Capital could not allow 
(if I have read him aright) that what gives rise to interest is 
the “double, double toil and trouble” of converting things 
future into things present by overtime and abnormal labor. 
His view is that the toilers themselves attach more value to a 
given part of their product when they get it now than to the 
same part when they have to wait for its completion in the 
whole. The ripe present, however, is of more value than 
the forestalled future; and the product, when completed in 
fulness of time, has a higher value (when that time is reached) 
than the total of its forestalled parts. The value of an article 
is more than the total of the wages that have been paid in 
the making of it; but this point of view is not consistent with 
Mr. Giddings’s, and the latter could not therefore be accepted 
as an amplification of the former. 

It may be doubted, too, whether Mr. Giddings’s economical 
analysis really goes deeper than Professor Béhm-Bawerk’s 
psychological. Future goods, says the former, are worth less 
than present “because of the abnormal cost of making them 
present.” But why should men desire to go through such 
abnormal cost if they did not, at starting, view the present as 
more desirable than the future? Why should they not be 
content with normal labor and later possession? The fact 
that men choose to incur the abnormal cost would show that 
they have (as we say) “counted the cost,” and deliberately 
preferred to incur it, because they valued the present over the 
future. They do not value the present over the future, 
because it costs them much to turn the future into the present ; 
for they need not go through that painful process unless they 
like. In the same way, I think we should find that, in saving, 
the psychological analysis lies behind the economical, not vice 
versa. Instead of saying that saving itself (p. 507) is the dif- 
ference between the future value and the present worth of 
future goods, we should say that, without such a difference 
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in value between them, we should have no motive for saving. 
Surely, it is not the saving that makes us value the thing 
saved. If interest is due to abstinence, value is due to cost. 
The two hang together, and have a common proof or disproof. 

Mr. Giddings’s theory, then, of the cost of capital may be 
true or false; but it cannot be supplement or complement of 
a radically different doctrine about the mutual relations of 
cost and value. J. Bonar. 


EAST LONDON.* 


Mucu has been written of late about the squalor and vice 
of East London and of that seemingly vast horde, the army 
of the unemployed. Most realistic pictures of starving mothers 
and naked children have filled the newspapers. Now comes 
the practical question, Are these individual cases, presented 
with such dramatic effect, typical of East London life? We 
are satisfied as to the intensity of the evil; but what is its 
extent? These are the questions which the book before us 
attempts to answer. It is not a sensational account of misery 
and crime, but a sober and careful investigation of the actual 
conditions of life and labor in East London. 

The area dealt with — East London and Hackney — contains 
about 900,000 inhabitants, whom Mr. Booth has divided into 
eight classes according to their means, and into sections ac- 
cording to employments. The second division, in connection 
with the first, shows the numbers contributed by each trade 
to the different grades of poverty. The statistics relied on 
for making these divisions are those gathered by the School 
Board visitors. Every house in the district is visited, and 
information obtained in regard to every family having chil- 
dren of school age. In this way, about one-half of the 
population is tested, and then the assumption is made that 
the whole will be divided among the different classes in 
the same proportions. The assumption is evidently unwar- 
ranted in the case of the lowest class of all,—those whose 


*Labor and Life of the People. Vol. I. East London, Edited by Charles 
Booth. Contributors: Charles Booth, Beatrice Potter, David F. Schloss, Ernest 
Aves, Stephen N. Fox, Jesse Argyle, Clara E. Collet, H. Liewellyn Smith. Lon- 
don: Williams & Norgate. 1889. 
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children live in the gutter, if they live anywhere; and, in 
trying to count this class, Mr. Booth frankly admits that he 
has had some difficulty. Even in the classes above the lowest, 
the validity of the assumption may well be questioned; 
though, for these classes at least, it seems fair to assume that 
the condition of the whole mass is at any rate no worse than 
that of the portion who have children of school age. Never- 
theless, though the figures may not be exact, they are proba- 
bly as near the truth as is necessary for all practical purposes. 
In fact, it does not seem that the problem of poverty would 
be much altered by the mistake of a few hundreds, here and 
there, as to the number of men who live on five shillings a 
week compared with those who live on seven. We wish to 
know in a general way how large a problem has to be dealt 
with, and Mr. Booth’s figures certainly give this information. 

The division into classes is of course arbitrary: to separate 
the poor from the very poor, on the one side, and the just not 
poor on the other, is largely a matter of taste. In order to 
understand Mr. Booth’s figures, we must get some idea of 
his method of drawing lines. Roughly, then, his eight 
classes are as follows: — 

A. The lowest class of occasional laborers, loafers, and semi-criminals. 
Their life is the life of savages, with vicissitudes of extreme hardship 
and occasional excess. Their food is of the coarsest description, and 
their only luxury is drink. . . . They render no useful service, they 
create no wealth: more often they destroy it. They degrade whatever 
they touch, and as individuals are perhaps incapable of improvement. 


(p. 88.) 

As mentioned above, the estimate for this class is much 
more uncertain than the others. It is put at 11,000, or A, of 
the population; but Mr. Booth is confident that, whatever be 
the exact numbers, they bear a small proportion to the rest of 
the population. 

The hordes of barbarians of whom we have heard, who, issuing from 


their slums, will one day overwhelm modern civilization, do not exist. 
There are barbarians, but they are a handful, a small and decreasing 


percentage: a disgrace, but not a danger. (p. 39.) 
B. “Casual earnings, ‘very poor,’” those who live in a 
state of chronic want. The members of this class do not, on 
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an average, get more than three days’ work in a week; but 
many of them want no more. 


The ideal of such persons is to work when they like and play when 
they like; these it is who are rightly called the “‘leisure class’ amongst 
the poor,—leisure bounded very closely by the pressure of want, but 
habitual to the extent of second nature. (p. 43.) 


Many persons in B, however, have fallen rather by misfort- 
une than by negligence from the higher classes. The whole 
of this class adds up to about 100,000, or 11} per cent. of 
the population. Their average expenditure, obtained from 
the actual accounts of several families, is put at 5s. a week 
per male adult. One family mentioned is composed of a 
casual dock laborer in poor health, a consumptive wife, a son 
of eighteen, who gets regularly 8s. a week as carman’s boy, 
and two girls of eight and six. They live in two rooms about 
10 feet square each, which, one is surprised to learn, are “ pat- 
terns of tidiness and cleanness.” It is added, however, that 
this is not common with Class B. Their rent is about 17s. a 
month. On firing and the like, they spend in five weeks 10s. 
4d.,— a very large amount, to be explained probably by the 
fact that they are invalids. As for food, each meal, per 
person, costs about 1d., and consists of } pound of bread and 
} ounce of butter, besides tea, milk, and sugar. This diet is 
varied occasionally by small quantities of fish, bacon, and eggs, 
besides charitable soup. 


Imagine the man a drunkard or the woman a slattern, or take away 
the boy who earns half the income and put in his place a child of ten or 
twelve who earns nothing and must be fed, and it is easy to realize that 
extremer form of want when distress is felt or complete pauperism super- 
venes. From the poor living of the family there is no room to subtract 
anything ; but Class B, none the less, contains numbers who are worse 
off than this family. (p. 141.) 


C. “Intermittent earnings, 

D. “Small regular earnings, 

The distinction between C and D in matter of income is 
not very clearly defined and hard to determine. Members of 
Class C are said to be peculiarly the victims of competition 
and depression in trade. When the dull season comes in any 
trade, the worst workmen are thrown out of employment and 


together ‘the poor. 
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bear the brunt of the misfortune; and, as will be seen later, 
there are many trades in East London in which employment, 
from one cause and another, is particularly irregular. As a 
natural result of this irregularity of income, Class C are, in 
general, improvident. The following quotations will give per- 
haps a sufficiently clear idea of the position of Classes C and 
D, taken together : — 

The poor (C and D) are those whose means may be sufficient, but are 
barely sufficient for decent independent life. (p. 33.) Though they 
would be much better off for more of everything, they are not ‘‘in 
want.’”? They are neither ill-nourished nor ill-clad, according to any 


standard that can reasonably be used. Their lives are an unending 
struggle and lack comfort, but I do not know that they lack happiness. 


(p. 131.) 

In both these classes, the women generally eke out the 
men’s earnings. The average weekly expenditure per male 
adult is put, taking C and D together, at about 7s. 6d.; while 
that of Class E, the next above, is 10s. 

E. “Regular standard earnings, above the line of poverty.” 
This class forms perhaps 42 per cent. of the whole population, 
and may be said to be independent and fairly comfortable. 
The men earn from 22s. to 30s. per week; and, as a rule, their 
wives do not work, though the children all do. 

F is still higher, including the better paid artisans, foremen, 
and small employers. Many small employers are found, how- 
ever, below this class, and are sometimes as poor as the hands 
whom they employ. 

G. “The lower middle class,—shop-keepers, small em- 
ployers, clerks, etc..—a hard-working, sober, energetic class.” 

H. “Upper middle class. All above G are lumped to- 
gether, and may be shortly defined as the servant-keeping 
class.” 

Bearing in mind, then, the meaning of the different letters, 
as briefly indicated above, the distribution of numbers between 
the different classes in East London and Hackney may be 
seen from the following table : — 


A, 11,000 E, . . 877,000 
F, . . . . 121,000 
C, .... 74,000 G, ... 84,000 
D, 129,000 H, 45,000 


Total,. . . 891,000 


| 
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Grouping the classes together, A, B, C, and D are the classes of 
poverty sinking into want, and add up to 314,000, or 35 per cent. of the 
population; while E, F, G, and H are the classes in comfort rising to 
affluence, and add up to 577,000, or 65 per cent. of the population (p. 62). 


No careful comparison with the rest of Great Britain is 
attempted; but Mr. Booth states that he takes E and F 
together as truly representing the standard of life in England. 

If these figures be correct, the majority of the people in 
East London have assuredly no cause for complaint. The 
100,000, however, who live on 1d. meals, will hardly be com- 
forted by the fact that the majority of people in their district 
have enough to eat. Taken absolutely, the number in abject 
poverty is not a small one; and it is by no means the object 
of the book before us to underrate the gravity of the situation. 
In fact, the reader is warned against striking a balance between 
one man’s pain and another’s pleasure. 

Poverty in East London we know exists, and we have now 
some idea of its dimensions. But what are the causes? 
Further, what, if any, is the remedy? This second question 
the book in hand does not attempt to answer: its object is 
merely an impartial statement of the facts, though, as we shall 
see later, Mr. Booth cannot resist throwing out a few sugges- 
tions as to remedies. The causes of poverty he divides into 
three groups: “Questions of employment, lack of work (in- 
cluding incapacity), or low pay; questions of habit, idleness, 
drunkenness, or thriftlessness; questions of circumstance, sick- 
ness, or large families” (p. 146). On this basis, he has ana- 
lyzed 4,000 cases of the poor and very poor. In classes A and 
B, for instance, the poverty of 55 per cent. of the cases ana- 
lyzed is put down to questions of employment. In regard to 
this, he states that, though there may be many good enough 
men now walking about idle, 

Those of their number who drop low enough to ask charitable aid 
rarely stand the test of work. Such usually cannot keep work when 
they get it. Lack of work is not really the disease with them, and the 
mere provision of it is therefore useless as a cure. (p. 149.) 


The value of such a classification is at least questionable. If 
lack of work includes incapacity, the line between questions 
of employment and questions of habit would seem to be very 
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shady. A man is thriftless and has irregular employment and 
low pay: is his thriftlessness the cause of his irregular employ- 
ment, or has irregular employment made him thriftless? No 
doubt the two things interact; and, in any such case, the way 
the balance turns in deciding whether the circumstances make 
the man or the man the circumstances would seem to depend 
largely on the bias of the person making the decision. The 
Socialist loudly insists that the industrial system only is at 
fault, and everybody knows the well-worn reply that the evil 
in human nature defies any industrial system. 


Before deciding whether a system of industry is at fault or 
not, one thing needful is to find out what the system is. This 
is the task undertaken in Part II. We have laid before us 
descriptions of the various trades in East London, the actual 
circumstances under which men work. Among all these facts, 
to say which is cause and which effect is by no means easy; 
but it is something to have the facts. 

If the reader wishes details of the almost countless processes 
through which a coat or a boot wanders to completion, or of 
“shillings per week” in innumerable cases, he will find them 
in almost too great abundance. This part of the book suffers 
from being written by so many hands. It is to be regretied, 
for instance, that Mr. Booth’s A, B, C classes, with which the 
reader has with some difficulty become familiar, should now 
entirely disappear. Each writer* pursues his own method, 
and the reader is left to himself to make comparisons between 
masses of details differently arranged. 

Here, however, we can do no more than note one or two of 
the general characteristics; and these are not hard to discover. 
To an American reader, the most striking is the fact that, 
wherever the nature of the trade permits, the greater part of 
the work is done, not in factories, but in the homes, either of 
small employers with a few hands under them or of individual 
workmen, assisted perhaps by their wives and children. Yet 
it must not be imagined that this is the old system under 
which each workman makes the whole journey from raw 


*For the eight chapters in Part II. there are seven writers, 
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material to finished product. On the contrary, division of 
labor is pushed to its extremes. The man who makes the 
sole of a shoe has nothing to do with the heel. Work is given 
out over the counter of a wholesale house, sometimes to the 
individual workman, who brings it back advanced only one 
short stage, but more often to a man who agrees to put it 
through several processes. He is a small employer, perhaps, 
who has under him men of different degrees of skill, or he 
does one part of the work himself, gets one neighbor with a 
machine to do another part, and gives another neighbor still 
a different task. 

The organization of labor varies with the circumstances of 
each trade. In tailoring, for instance, the group of workers 
necessary to turn out a coat are generally in one shop, but 
with the making of trousers and waistcoats they have nothing 
to do. As to the size of the shops, we learn that, of 901 
Jewish coat-makers employing hands other than their own 
family, 76 per cent. employed under 10 hands, while only 
16 per cent. employed over 25 hands. In the furniture trade, 
on the other hand, though there are several general subdi- 
visions, the most excessive specialization is found not in the 
making of parts, but in the making of different finished arti- 
cles. No elaborate organization of labor in a single workshop 
is required. Thus, in the furniture trade, it is exceedingly easy 
to set up for one’s self. A man may very soon learn how to 
knock together a wardrobe, though he has not the faintest 
conception of how to construct a chair. He gets credit from 
the little timber merchant hard by; and, since he needs but 
few tools, almost no capital is necessary. He knows the prices 
for which his former master worked, and he goes to the whole- 
sale warehouse and makes a lower bid. If there are mouldings 
to be made by machines, there is a shop in the next street 
where he can get the work done. In these shops, by the way, 
there seems to be a custom of letting each machine, a turning- 
lathe or whatever it may be, to an individual who works in 
the shop on his own account. 

Thus, whatever the particular circumstances of each trade, 
the general tendency is toward great specialization of industry 
under the management of small employers,—the much ma- 
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ligned “sweaters.”* The “sweater” has been held up before 
the public as a monster, sucking the life-blood of the laborer. 
This illusion may be dispelled by reading the chapter on 
“Sweating” in Part III. It appears that the smallest em- 
ployers in most cases work harder than the hands they employ ; 
while —since it is so easy to become an employer — competi- 
tion reduces their profits to such an extent that in many cases 
they earn even less than their hands. The larger employers 
may make more profits; but, on the other hand, their labor- 
ers are better paid and have more regular work than they 
would be able to get by themselves or under the small em- 
ployers. 

It is suggested (coming back again to the question of causa- 
tion) that this system of small employers lowers wages by 
vastly increasing competition. Yet it would seem that the 
small employer merely acts as proxy for the laborers them- 
selves. Do away with this connecting link, the small em- 
ployer, and let the wholesale house employ all the laborers 
directly (some of the small employers becoming foremen, 
perhaps),— as long as the number of laborers remains the 
same, will not competition foree down wages to the same 
extent? But, it is urged, it is this very competition which 
causes low wages; and, on account of the rivalry of the small 
employers, combination is difficult, though, even as things are, 
it is, perhaps, not impossible. 

Cut-throat competition among the small masters themselves and 
between the large master and small could and should be checked by 
combination. The lack of united action between small masters and 
those they employ plays into the hands of the only approach to a ‘‘ mon- 
ster’? I have met with in my researches,— namely, the wholesale house, 
which strictly puts into practice the precepts of the economists, cheapen- 
ing that which it buys, irrespective of personal feeling. (p. 497.) 


In fact, in many passages in the book where competition 
is spoken of as one of the main causes of low wages, stress is 


*The word “sweater” seems to have been originally used by tailors to 
describe contemptuously those who worked at home out of hours. Then it came 
to mean the “chamber” or “garret” master,—he who makes others sweat. 
Finally, the word has been accepted by the general public “as meaning any em- 
ployer whose work-people are badly paid, harshly used, or ill provided with 
accommodation, or any subcontractor or middleman who squeezes a profit out 
of the labor of the poor.” (p. 481.) 


if 
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laid, not on the number of men who are competing for work, 
but on the fact that among these men, whatever their numbers, 
there is competition instead of combination. Yet there is 
no lack of authority and reason for the statement that trades- 
unions are only successful in permanently raising wages in so 
far as they limit the numbers of the workmen; and it is much 
to be doubted whether, in the case of these laborers at the 
bottom of the social scale, trades-unions would bring about 
that result. Particular trades-unions have been successful in 
so far as they have kept out other laborers: now, these labor- 
ers we are considering are the very men who have been kept 
out. They are confined to a limited portion of the industrial 
field, and it might be argued that it is largely at their expense 
that trades-unions have prospered. 

But to come back to our system of small employers, it is to 
be said that Mr. Booth considers it only a symptom of the 
disease ; the real causes lie deeper. In short, as indeed every 
one knows, the standard of the laborer must be raised. Nev- 
ertheless, the system, it is said, is in many ways an aggrava- 
tion of the evil. It is accountable, for instance, for much of * 
the irregularity of employment, and also for the bad sanitary 
conditions under which the work is done. A large factory 
with expensive plant must be kept running; but the orders 
given out over the counter of a wholesale house can be ex- 
panded and contracted at pleasure, thus accentuating the 
perhaps inevitable slack seasons. In most of the trades in 
East London, the distinction between the dull and the active 
seasons is well marked. In tailoring, for example, the busy 
seasons are from March to August and October to Christmas ; 
while at other times men are out of work for weeks together.* 

*In many cases, irregularity comes from the nature of the trade itself. The 
most marked case of this kind is the employment at the docks. Steamships must 
be unloaded when they arrive, be it noon or midnight; and arrivals are by no 
means evenly distributed. There is, it is true, a permanent staff of laborers, but, 
besides these, a vast rabble outside the gates, who are employed only as occasion 
demands. These “casuals’’ are apparently the very dregs of civilization; and 
any man of better calibre, driven by circumstances to seek work at the dock-gates, 
is soon demoralized by the irregularity and uncertainty of employment. The 
known fact, moreover, that at the docks no questions as to a man’s character are 
asked, is said to act as a direct encouragement in many a downward career. The 
whole system is compared to “ out-dvor relief’’ on a large scale, and the evils 
summed up in “ the seemingly paradoxical statement,— the difficulty of living by 
regular work and the ease of living without it.’ 
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We have spoken of the small employer as characteristic of 
the East End; but there are certain industries which are 
carried on wholly in factories,— tobacco (on account of excise 
regulations), confectionery, and match industries. A chapter 
is devoted to “Tobacco Workers”; and we learn that, in 
general, wages are “distinctly above the average of the other 
local industries. But it must be borne in mind that a very 
large part of the labor employed is ‘skilled,’ and requires a 
term of apprenticeship and a degree of excellence that would 
always command adequate remuneration.” (p. 371.) We 
are warned, moreover, against drawing any hasty conclusion 
that the factory system should be applied to all other indus- 
tries in East London. “Each trade, in fine, must be examined 
in connection with its immediate surroundings.” (p. 388.) 


Thus we see that it is impossible to put one’s finger on any 
one thing and say, This is the cause of poverty in East Lon- 
don. The multitude of apparent proximate causes, brought 
out by an investigation of special cases, presents a problem 
in the resolution of forces by no means easy to solve; and 
it is doubtful if any man will ever be able, except by actual 
experiment (which of course would have to be on some enor- 
mous scale), to persuade the world that his particular solution 
is the right one. 

Yet, though, as before mentioned, the main purpose of the 
book is to state facts, not theories, Mr. Booth throws out a 
suggestion as to remedy; and it is an interesting one. He 
speaks of his plan as a “limited form of Socialism.” Individ- 
ual freedom of action is the ideal, and works well in the case 
of those members of the community who are fit for it; but 
there are certain classes who, like children, are incapable of 
taking care of themselves. They should be put into leading- 
strings. Let Classes A and B, who, as matters now stand, are 
worse than useless to the community, be set to work under 
State supervision. Take them to some spot by themselves, 
give them decent lodgings, and let them live in families as 
now; but make them work, take possession of the product 
and support them. No doubt, the profits on this kind of slave- 
keeping would be a minus quantity; but these classes to-day 
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cost the community a vast amount. If any man’s work does 
not come up to a certain standard, ship him off to the work- 
house, where the restrictions are more severe. If, on the other 
hand, a family becomes industrious and thrifty, surpassing a 
certain standard in productive power, let them go free. 

Of course, the danger is that this support provided by the 
State will prove too attractive to the laboring classes gener- 
ally. To prevent this result, restrictions are to be put on 
the liberty of the individual. There is a question, no doubt, 
whether anything short of absolute imprisonment would do. 
But, provided you make the conditions disagreeable enough, 
the effect on the outside world is that of a threat. Live up 
to a certain standard, or off you go to this improved form 
of workhouse,—such is the mandate given to every man.* 
The question of population, however, is an ugly one. The 
system, instead of acting as a threat, might be taken as an 
insurance against risk. Men would know that they and their 
children could not go very far to the bad, because, if they 


began to sink into the mire, the State would be at hand to, 


help them out and set them on their feet again. 

Mr. Booth’s plan, however, is not developed in detail; and 
it may be that all such difficulties are to be successfully met. 
He makes no suggestions for immediate action, and is by no 
means like the Socialist, who apparently desires to destroy and 
rebuild society in a single night. Mr. Booth merely indicates 
the line in which he thinks experiments should be tried. We 
must be rid of the lowest classes. Since killing them is out 
of the question, there is nothing left but to improve them. 
How can it be done? Such is the problem,— not a new one. 
Indiscriminate almsgiving has been tried, and has done little 
except to bid the beggar increase and multiply. Already, 
charity is being organized; and Mr. Booth proposes organiza- 
tion more complete. His solution of the problem is, in fact, 
a@ compromise between Individualism and Socialism. To 
quote his own words: — 


My idea is to make the dua) system, Socialism in the arms of Individ- 
ualism, under which we already live, more efficient by extending some- 


* It is obvious that there might be some difficulties in practice in deciding on 
a standard, and again in deciding whether a given case were above or below the 
standard chosen. 
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what the sphere of the former, and making the division of function more 
distinct. Our Individualism fails because our Socialism is incomplete. 
In taking charge of the lives of the incapable, State Socialism finds its 
proper work, and, by doing it completely, would relieve us of a serious 
danger. The Individualist system breaks down as things are, and is 
invaded on every side by Socialistic innovations; but its hardy doctrines 
would have a far better chance in a society purged of those who cannot 
stand alone. Thorough interference on the part of the State with the 
lives of a small fraction of the population would tend to made it possi- 
ble, ultimately, to dispense with any Socialistic interference in the lives 
of all the rest. (p. 167.) 


To come back from the region of theory to that of fact, we 
find in Part III. an interesting chapter on “Influx of Popula- 
tion.” Under this heading, one is surprised to learn that» 
though the influx has been large, it has been exceeded by the 
efflux. Although, between 1871 and 1881, the population of 
East London and Hackney was increased by 114,138, yet the 
excess of births over deaths within the district itself accounted 
not only for the whole of this increase, but for 6,928 more. 
Nevertheless, in spite of this overflow, 280 out of every 1,000 
of the population in 1881 were immigrants from the outside. 
Out of this 280, 248 appear to have been born in the United 
Kingdom and but 32 abroad. Such are the census returns; 
but there are apparently reasons for believing that the number 
of foreign-born inhabitants is understated. Since 1881, owing 
largely to persecution abroad, there has been a large increase 
in the influx of foreign Jews. It is estimated that to-day 
there are at least 60,000 Jews in East London (about one- 
twelfth of the population), and that half of them are foreign- 
born; but for the present, at any rate, the influx is said to be 
at an end. 

The chapter on the “Jewish Community,” by the way, is 
particularly interesting, and presents a very vivid picture. 
Popular prejudice has so distorted our ideas of the Jew that 
to many readers it may be a surprise to find how many good 
qualities he has. Hunted out of Russia or Poland, he has 
brought with him, not material wealth, but a trained intellect 
and a capacity for endurance almost beyond belief. Not so 
much by craft and cunning as by hard work and prudent 
saving, he rises from almost absolute destitution to comfort 
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and gaudy splendor. He is kind to his wife and children, and 
he is a peaceable citizen. 

In marked contrast with this rise of the Jew is the down- 
ward progress of the strong and hearty English countryman. 
We quote at length the conclusion of the chapter on “Influx 
of Population” : — 


The movement of the Jewish immigrants when once absorbed into 
London is, as has been observed in a previous chapter, a movement 
upwards from below. This is in sharp distinction to the movement of 
the influx from the country. The characteristics of the Jew which make 
for success—his persistency, his adaptability, his elastic standard of 
comfort — are discussed elsewhere. Jewish London is kept down by the 
foreign element, with the standard of living and cleanliness of Warsaw 
drifting in from below, afterwards to be transformed into industrious 
citizens. English London is kept up in bone and sinew and energy by 
the country element pouring in from above, afterwards to be transformed 
into waste. 

It is the result of the conditions of life in great towns, and especially 
in this, the greatest town of all, that muscular strength and energy get 
gradually used up. The second generation of Londoners is of lower 
physique and has less power of persistent work than the first, and the 
third generation (where it exists) is lower than the second. 

A certain proportion—the weak, the shiftless, the improvident (and 
of these many are born daily into the world) — are deposited every year 
from the ranks of labor, and form a kind of sediment at the bottom of 
the social scale. 

To speak of these men as elbowed out by incomers is an abuse of 
language. The work that the country immigrant does is what they 
might like to be paid for performing, but certainly not what they could 
perform. ...If we must use a metaphor, though metaphors are usually 
misleading, I should rather liken the process to a suction from within 
than a pressure from without,— a vacuum created by the process of pre- 
cipitation and filled in by an influx from around. 

Whatever loss to society may be implied by the drain of countrymen 
into London, it is no loss to London itself. It is a vivifying, not a death- 
bringing stream. We may cry, “‘London for the English,’ if we will; 
he would be rash indeed who cried, ‘‘ London for the Londoner.”’ (p. 553.) 


Of the book as a whole, it is to be said that it presents not 
hasty generalizations, but 600 pages crowded with facts. Yet, 
in spite of its 600 pages, it is only the first volume, and by 
no means exhausts the subject. It contains a vast amount of 
material which we have not dwelt upon (such, for example, 
is the description of workingmen’s clubs); but, as is pointed 
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out in the concluding chapter, there are several topics which 
the book hardly mentions. “Drink is treated incidentally, 
but deserved a prominent place. On the ‘Housing of the 
Poor’ nothing is said. Early marriages, prostitution, educa- 
tion, religion, are barely touched upon.” (p. 591.) 

The facts which are stated, however, appear to have been 
very carefully collected, and are for the most part presented 
in such a way as to leave a distinct impression on the mind. 
For the casual reader there are, no doubt, some dreary wastes 
of statistics; but, on the whole, one gets not merely inanimate 
rows of figures, but a picture of life. In two words, the book 


is long, but interesting. “se 
. C. Hunrieron. 
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APPENDIX. 


AN ACT CONCERNING INSURANCE IN CASE OF DISA- 
BILITY AND OLD AGE.* 


(German Empire, June 22, 1889.) 
I. Extent anp Sussect or INSURANCE. 


Insurance Compulsory. 

§ 1. According to the provisions of this act there are insured, be- 
ginning with the close of the sixteenth year of life: — 

1. Persons who are employed at wages or salary as workmen, as- 
sistants, journeymepn, apprentices, or domestic servants; 

2. Administrative officers, and assistants and apprentices in mer- 
cantile establishments (exclusive of assistants and apprentices em- 
ployed by apothecaries) who receive wages or salary, but whose 
yearly earnings from such wages or salary do not exceed 2,000 marks ; 

8. Persons employed at wages or salary as sailors on sea-going 
vessels, and on vessels employed in internal commerce; but vessels 
which have the privilege of carrying the imperial flag under Art. II., 
§7, 7 1, of the Act of March 15, 1888, are not German sea-going 
vessels in the sense of this act. 

§ 2. The Bundesrath may extend the provisions of § 1 for specified 
occupations, as follows : — 

(1) To employers who do not employ regularly at least one work- 
man; (2) without regard to the number of workmen employed, to 
such employers as carry on in their own establishments, at the order 
and for the account of other business men, a mechanical occupation 
(household industry). The provisions can be extended to these 
latter, even though they buy their own materials, and may be ex- 
tended also for periods during which they work temporarily on their 
own account. 

The Bundesrath may further determine that business men, at 
whose order and for whose account the persons mentioned in the 
preceding paragraph worked, shall be held to account in fulfilling 
the obligations imposed by this act on employers, both in regard to 


*Instead of a translation in full, an abstract is given of some of the less 
significant sections of the act. Sections so treated are indicated by brackets [ ]. 
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the persons carrying on the household industry and to their as- 
sistants, journeymen, and apprentices. 

§3. Tanti¢mes and payments in kind count as salary or wages, ac- 
cording to their average value, which is determined by the lower 
administrative authorities. 

Where board and lodging only are given in return for work, the 
occupation shall not give rise to compulsory insurance. The Bun- 
desrath may determine in how far services of a temporary sort shall 
not be considered as occupations giving rise to compulsory insurance. 

§ 4. Officers of the empire or of a federal state, officers employed 
by communes and having a right to a pension, and persons in the 
military service who may be employed as workmen at wages, are not 
subject to the compulsion to insure. 

The compulsion to insure shall not apply to those persons who are 
unable, in consequence of physical or mental disability, to earn, by 
work suited to their strength and capacity, at least one-third of the 
sum which is fixed for the place of their occupation under § 8 of the 
Act of June 15, 1883, for Insurance against Sickness, as the daily 
wages of ordinary laborers. Nor shall the compulsion to insure 
apply to those persons who draw a pension for disability under the 
present act. 

Persons who draw from the empire, from a federal state, or from a 
communal body, a pension or other payment of the same sort, 
amounting at the least to the minimum pension for disability, and 
persons who are in receipt, through the imperial legislation on acci- 
dent. insurance, of a yearly pension of the same minimum amount, 
shall be freed, on their own application, from the compulsion to 
insure. The decision on that application rests with the lower ad- 
ministrative authority of the place where they are employed. 
Against that decision appeal lies to the next higher authority, 
whose decision is final. 

[ §§ 5, 6, 7, provide that persons employed in public industries, 
whether carried on by the empire or federal state or a local body, 
may be insured in separate associations to be set up for these indus- 
tries. In general, it is required that these associations shall yield at 
least as much in the way of pensions as the act itself, and shall 
require no larger contributions from the persons insured. ] 


Self-insurance. 


§8. Persons of the classes enumerated in § 2, § 1, to whom the 
Bundesrath has not extended the provisions of § 1, and who have not 
yet completed their fortieth year, and are not permanently disabled 


| 
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in the sense ot § 4, J 2, are entitled to insure themselves in the 
second wages class (§ 120) according to the provisions of this act. 


Subject of Insurance. 


§ 9. The subject of insurance is the right to a pension in case of 
disability or old age. 

The pension in case of disability shall be given, without reference 
to the age of the person insured, if he is permanently disabled. If 
disability is the result of an accident, a pension shall only be granted 
if the imperial legislation on accident insurance does not yield a 
pension, provided, however, that the provisions of §76 shall hold good. 

Disability exists if the person insured is unable, because of his 
mental or physical condition, to earn, by work suited to his strength 
and capacity, a sum to be ascertained as follows: one-sixth of the 
rate of wages (§ 23), which has been the basis of the contributions 
paid on his account during the previous five years of contribution, is 
to be added to one-sixth of the product obtained by multiplying by 
three hundred the average daily wages of ordinary laborers as deter- 
mined by §8 of the Act for Insurance against Sickness of June 15, 
1883, the locality taken into account being that in which the person 
insured was last employed otherwise than temporarily. 

The pension for old age is given, without proof of disability, to 
every person insured who has completed his seventieth year. 

§10. The pension for disability is given also to persons insured, not 
permanently disabled, who have yet been disabled uninterruptedly 
during one year. The pension then continues so long as disability 
continues. 

§11. No person shall have a claim to a pension for disability who 
is proved to have brought about the disability intentionally, or in 
the course of committing a crime of which he has been judicially 
convicted. 

§12. Every Insurance Office shall have the power to undertake the 
care of persons who are sick, to the extent defined in § 6, J 1, of the 
Act for Insurance against Sickness, provided that such persons are 
not affected by the imperial provision for sickness, and provided, 
also, that the sickness is such as may give rise to a disability which 
would entitle the person to a pension under this act. 

Every insurance association, further, has the power to require that 
the sick association, if any, to which the person insured belongs, or 
has last belonged, shall undertake the care of such person in the 
manner which the Insurance Office considers necessary. The ex- 
penses arising from care so required shall be paid by the Insurance 
Office. These expenses shall be considered to be one-half of the mini- 
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mum sick-pay yielded by the Act for Insurance against Sickness, 
unless it be proved that higher expenses were incurred. 

Disputes between Insurance Offices and sick associations arising 
from the enforcement of the privileges just mentioned shall be de- 
cided, without appeal, by the authority which supervises the sick 
association concerned. Disputes in regard to the sums to be repaid 
the sick association are decided by the administrative authorities, or 
by the courts of law if there be no administrative authority having 
jurisdiction. 

If a person insured becomes disabled in consequence of sickness, 
and has made it impossible to apply to him the measures described 
in the first and second paragraphs of this section, his right to a pen- 
sion in case of disability ceases, provided his disability is, presum- 
ably, the consequence of his refractory behavior. 

[§ 13 gives the communes the right to pay in kind the pensions of 
workmen in agriculture and forestry whose wages have been custom- 
arily paid in kind ; and also to pay in kind the pensions of habitual 
drunkards. In either case, the commune is subrogated to the money 
rights of the pensioners. ] 

§ 14. If the person entitled to a pension is a foreigner, and gives 
up his residence in the German empire, his claim may be settled in 
full by paying him three times his annual pension. 

Conditions under which Rights arise. 

§ 15. In order that a right to a pension in case of disability or 
old age shall arise, it is necessary, over and above the proof of dis- 
ability or old age, (1) that the prescribed waiting-time shall have 
passed by; (2) that contributions shal] have been paid. 

§ 16. The waiting-time is five years of contribution in the case of 
the pension for disability, thirty years of contribution in the case 
of the pension for old age. 

§ 17. Forty-seven weeks of contribution (§ 19) constitute a year of 
contribution. Weeks of contribution, whether or not they fall in 
different calendar years, shall be counted together until a year of 
contribution has been secured, anything to the contrary in § 32 not- 
withstanding. 

The following periods shall be counted as periods of contribution: 
periods of illness of seven days or more for persons who have entered 
into an occupation giving rise to the compulsion to insure, and who 
have been prevented from continuing in that occupation by sickness 
which has been certified and has caused disability to work ; periods 
of compulsory service in the army in times of peace, of mobilization, 
or of war; and periods of voluntary military service in times of 
mobilization or of war. 


APPENDIX 107 


Periods during which a person has been sick are not to count as 
periods of contribution, if the sickness was brought about intention- 
ally, or occurred in the course of committing a crime of which judi- 
cial conviction has taken place, or was the result of drunkenness, 
sexual excesses, or criminal participation in brawls. 

Periods of sickness lasting uninterruptedly longer than one year 
shall not count as periods of contribution for more than that year. 

§ 18. Proof of the existence of sickness, under § 17, is given by the 
certificate of the officers of the sick association to which the person 
insured belongs. For any time exceeding that for which aid in case 
of sickness is granted by the sick association, and for all persons not 
belonging to a sick association, the certificate of the communal 
authorities is required to prove sickness. The officers of sick asso- 
ciations are required to make out such certificates, and for failure to 
do so may be punished by the supervising authorities by fines not 
exceeding 500 marks. 

For persons employed in industries of the empire or other federal 
states, the certificates may be made out by the officers in authority. 

The proof of military service is made by presentation of the usual 
military papers. 

How the Funds are raised. 


§ 19. The funds for paying the pensions prescribed by this act are 
contributed by the empire, by the employers, and by the persons 
insured. 

The empire makes its contribution by fixed supplements to the 
pensions actually paid every year. 

The employers and the persons insured pay contributions continu- 
ously. These contributions are equally divided between employers 
and the persons insured (§ 116), and are to be paid for each week in 
which the person insured has been engaged in an occupation such as 
gives rise to the compulsion to insure. 

§ 20. The contributions per week of contribution are to be settled 
in advance for each Insurance Office (§ 41). They are to be first set- 
tled for a period of ten years after this act takes effect, thereafter for 
each five years. 

The contributions are to be so fixed that they shall yield, after due 
allowance for the deficiencies arising from sickness (§ 17, { 2), 
all expenses of administration, a reserve fund (§ 21), all sums neces- 
sary for the repayment of contributions ($§ 30, 31), and, finally, the 
capitalized value of the sum which the Insurance Office shall have to 
contribute to the pensions likely to accrue in the period for which 
the contributions are raised. 
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§ 21. For the first period of contribution, the sums to be raised for 
the reserve fund shall be so fixed that, at the close of the period, the 
reserve fund will amount to one-fifth of the capitalized value of the 
pension payments due by the Insurance Office in that period. If 
the reserve fund at the close of the first period of contribution does 
not reach this amount, it is to be raised to that amount in the next 
following periods of contribution. The manner in which it shall be 
distributed among these next following periods of contribution is 
subject to the approval of the Imperial Insurance Bureau. The 
by-laws of the Insurance Office may determine that the reserve fund 
shall be double the required amount. The reserve fund and inter- 
est on it can be touched, so long as it has not reached the required 
amount, only in case of stringent necessity, and with the consent of 
the Imperial Insurance Bureau. 


Wages Classes. 


§ 22. The persons insured are divided, according to their annual 
earnings, into the following classes, for the purpose of determining 
their contributions and their pensions : — 


Class 1. Persons earning up to 350 marks, inclusive. 


2. from 350 “ up to 550. 
“ 3. “ “ “ 550 “ “ «6 850. 
4, more than 850 marks. 


[The remainder of this section provides how the annual earnings 
are to be ascertained. For this purpose the machinery of the earlier 
insurance acts, which already provide for ascertaining and registering 
the wages of persons insured by them, is utilized. Where this source 
of information is not available, the annual earnings are to be assumed 
at three hundred times the daily wages of common laborers. ] 

§ 23. The rate of wages (§ 9, J 3) shall be taken to be 


For Wages Class 1, 300 marks. 
2, 500 “ 
“ “ “ 3, 720 “ 
“ “ “ 4, 960 “ 


§ 24. The contributions must be varied, according to the wages 
classes, in such manner that the sums received from each wages 
class shall cover the obligations which the Insurance Office assumes 
in favor of the persons insured by those payments. In calculating 
this obligation, the probable additions to it from self-insurance and 
from voluntary insurance must be taken into account. 

In any Insurance Office, the contributions for persons insured in the 
same wages class may vary for different occupations: with this ex- 
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ception, the contributions for all persons insured in any one Insurance 
Office in the same wages class shall be the same. 


Calculation of the Pensions. 


§ 25. Annual pensions (for the calendar year) shall be calculated. 
They shall consist of the sum payable at the Insurance Office, with 
the modification stated in § 28, {[ 2, and of the fixed supplement from 
the empire. 

§ 26. In calculating that part of the pension in case of disability 
which is payable by the Insurance Office, a fixed sum of 60 marks is 
the basis. This sum rises with each completed week of contribu- 
tion : — 

“ 


“ “ “ 3, “ 9 “ 


“ 4, 13 “ 


In Wages Class 1, by 2 pfennigs. 
“ “ 2, “ 6 “ 


In calculating the pension in case of old age, the sum payable by 
the Insurance Office is, for each week of contribution : — 
In Wages Class 1, 4 pfennigs. 
“ “ “ 2 6 “ 
“ “ “ 3, 8 “ 
“ “ “ 4, 10 “ 


In this calculation 1,410 weeks of contribution shall be counted. 
When contributions for more than 1,410 w@eks have been paid for 
any person insured in different wages classes, those 1,410 weeks are 
counted in calculating his pension during which the largest con- 
tributions have been made. 

The supplement from the empire is 50 marks yearly for each 
pension. 

The pensions are to be paid monthly, in advance. 

[§ 27 prescribes a similar mode of fixing the pensions of persons 
insured in the separate associations permitted by §§ 5, 6, 7.] 

§ 28. For the periods of certified sickness and of military service 
which count as periods of contribution according to § 17, the rates of 
Wages Class 2 are reckoned. 

That part of the pension which is based on military service is borne 
by the empire (§ 89). 

§ 29. The pension in case of disability begins with the day on 
which the ability to do work was lost. That day, unless otherwise 
fixed by the decision on the application, is the day on which the 
application has been filed with the lower administrative authorities 
(§ 75). 

The pension in case of old age begins, at the earliest, with the first 
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day of the seventy-first year of life. It ceases, if the same person is 
given a pension for disability. 


Repayment of Contributions. 

§ 80. Women who marry before coming into receipt of a pension 
have the right to the repayment of one-half of the contributions paid 
on their account, provided, however, that these contributions have been 
paid during at least five years of contribution. The claim for repay- 
ment must be presented within three months after the marriage. 
With this repayment, any expectancy of a pension based on the pre- 
vious connection with the insurance system shall cease. 

§ 31. In case of the death of a man on whose account contribu- 
tions have been paid for at least five years of contribution, and who 
has not come into the receipt of a pension, his widow, or, if there be 
no widow, his legitimate children under fifteen, have a right to the 
repayment of one-half the contributions which have been paid on his 
account. In case of the death of a woman on whose account contri- 
butions have been paid for at least five years of contribution, and 
who has not come into receipt of a pension, her fatherless children 
under fifteen have a right to the repayment of one-half the contri- 
butions paid on her account. These provisions, however, shall not 
hold good if a widow or children secure a pension through the Act 
for Insurance against Accident. 

Cessation of Expectancy. 

§ 32. The expectancy of a pension which arises under this act 
ceases, if, during four successive calendar years, contributions, either 
voluntary or compulsory, have not been paid for a total of forty-seven 
weeks of contribution. This expectancy revives, if a person re-enters 
an occupation which gives rise to the compulsion to insure, or vol- 
untarily renews his contributions, and if thereafter five years of 
contribution have passed. 


Changing Circumstances. 


§ 33. If a change takes place in the condition of a person receiving 
a pension for disability, whereby he becomes no longer completely 
disabled (§ 9), he can be deprived of his pension. The pension ceases 
on the day on which the person has been informed of the decision 
by which it was brought to an end. If a pension, once withdrawn, 
is regranted, the earlier period during which it was received is to 
be counted in favor of the person insured as if it were a period of 
certified sickness (§ 17, {[ 2). 

§ 34. The right to a pension established by this act ceases: (1) for 


. 
| 
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those persons who are in receipt of a pension through the Act for 
Insurance against Accident, so long and in so far as their pension 
for accident, added to- the pension assured them by the present act, 
exceeds the sum of 415 marks; (2) for administrative officers and 
persons in military service, such as are mentioned in §§ 4, 7, so long 
and in so far as the pensions granted to these, added to the pensions 
assured to them by the present act, exceed the sum of 415 marks; 
(8) so long as the person is punished by imprisonment for more than 
a month, or so long as he is placed in a workhouse or reformatory 
institution ; (4) so long as the person insured does not live within 
the country; but the Bundesrath may suspend the operation of this 
last provision for specified districts. 

[§ 35 provides that the obligations which the Poor Law imposes on 
communes are not to be affected by the act. If Poor Law aid is 
given to a person insured by the act, the commune rendering the 
aid becomes in so far subrogated to the person’s pension. §§ 36, 37, 
38, regulate the relations of independent friendly societies to the 
act; the important provision being that, if such societies undertake 
to give superannuation allowances, they may diminish their allow- 
ances by the amount of pensions secured by the act, provided that 
they lower their premiums correspondingly. By § 39, any rights 
which a person disabled by injury, and thereby entitled to a pension, 
has as against third persons, are transferred to the Insurance Office 
to the amount of the pension it gives. By § 40, pensions cannot be 
legally transferred, forfeited, or pledged. ] 


II. ORGANIZATION. 


Insurance Offices. 

§ 41. Insurance under this act is carried by Insurance Offices 
[ Versicherungsanstalten], which each federal state shall establish, 
for communal associations in its territory or for the whole of its 
territory. 

A joint Insurance Office can be established for several federal 
states or parts of states, and also for several communal associations 
in any one state. All persons whose place of occupation lies within 
the district of the Insurance Office are insured in that office. The 
place of occupation is the seat of the industry, for all industries 
carried on within the country. 

§ 42. The establishment of Insurance Offices must have the ap- 
proval of the Bundesrath. If that approval has not been granted, 
the Bundesrath, after a hearing to the governments of the federal 
states concerned, may order the establishment of Insuranoe Offices, 

§ 43. The seat of the Insurance Office is determined by the federal 
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government. If the Insurance Office is established for several federal 
states or parts of states, and if these cannot agree where the seat 
of the Insurance Office is to be, the Bundesrath shall determine it. 

§ 44. An Insurance Office can acquire rights and enter into obliga- 
tions, can sue and be sued. Its assets are subject to the demands 
of its creditors. If the assets do not suffice to meet the liabilities, the 
communal association for which it is established is liable. If the 
communal association has no assets, or if the Insurance Office has 
been from the outset established for a federal state, the federal 
state is liable. If an Insurance Office is established for several 
communal associations or federal states or parts of states, and if 
it is unable to meet its liabilities, the debts shall be divided among 
these bodies in proportion to their population. 

The property of the Office cannot be devoted to other purposes 
than those specified in this act. Separate accounts are to be kept 
of its receipts and expenses; its assets to be kept separate. The 
Office shall not undertake any functions beyond those prescribed by 
this act. 

[§ 45 provides for the manner in which the initial expenses of the 
Insurance Offices are to be advanced by the communal association 
or federal state, as the case may be, and are afterwards to be repaid 
from the funds of the office. 


Governing Body. 


§ 46. The Insurance Office is administered by a Governing Body 
[ Vorstand ], except in so far as specific functions are delegated by 
this act, or by by-laws under it, to the Committee or other officers. 
The Governing Body represents the Insurance Office in all judicial 
or extra-judicial proceedings, including any for which the law may 
require special powers of attorney. The by-laws of the office shall 
determine in what manner the office shall be represented as against 
the Governing Body. 

§ 47. The Governing Body of the Insurance Office has the attri- 
butes of a government office. Its business shall be conducted by 
one or more public officers of the communal association or federal 
state for which the office is established. These public officers are 
appointed by the communal association or by the federal state, as 
the legislation of that state may determine. The emoluments of 
these officers shall be paid by the Insurance Office. 

The by-laws may further determine that other persons besides the 
public officers just mentioned shall be members of the Governing 
Body of the office. Such may or may not receive pay, as the by-laws 
may determine. In so far as these persons receive salaries, the condi- 
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tions under which they are to be appointed are to be settled by the 
Committee (§ 48) or, if the regulations so determine, by the Advisory 
Board (§ 51). The form in which the Governing Body is to make its 
decisions known, and is to affix its signature on behalf of the Insur- 
ance Office, shall also be determined by the by-laws. 


The Commitiee. 


§ 48. For every Insurance Office there is a Committee [Ausschuss], 
which shall consist of at least five representatives of the employers 
and at least five representatives of the persons insured. The number 
of these representatives shall be first settled by the government of 
the federal state, and, when the by-laws have been once finally set- 
tled, by the by-laws. The number of representatives of employers 
and of persons insured must be the same. These representatives 
shall be elected by the officers of the sick associations which exist 
within the district of the Insurance Office. In so far as there may be 
persons of the classes enumerated in § 1 who belong to no such asso- 
ciations, the governments of the federal states shall arrange that 
the communal associations, or the communal sick associations, 
have a voice in the election of representatives in proportion to the 
number of such persons. If the officers of the various sick associa- 
tions consist partly of representatives of employers and partly of 
representatives of workmen, the employers only shall vote in the elec- 
tion of the employers on the Committee, the workmen only in the 
election of the workmen on the Committee. 

[§§ 49 and 50 make further detailed regulations as to these elec- 
tions. ] 

Other Officers. 

§ 51. The by-laws may further establish a Supervising Council 
[Aufsichtsrath]. Such a Supervising Council must be established, if 
there are in the Governing Body no representatives of employers 
and of persons insured. The Supervising Council shall watch the 
conduct of the business of the office by the Governing Body, and 
shall perform such other functions as are prescribed by the by-laws. 
If a Supervising Council is formed, its members must conform to the 
conditions of eligibility fixed in §50. The representatives of em- 
ployers and of persons insured must be the same in number. The 
Supervising Council shall have the right to call meetings of the Com- 
mittee at any time when it judges this necessary in the interest of the 
association. 

As local representatives of the Insurance Office there shall be ap- 
pointed, from the ranks of employers and of persons insured, Fidu- 
ciaries [ Vertrauensmdnner]._ The members of the Supervising Coun- 
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cil and the Fiduciaries may not be members of the Governing Body. 
[§ 52 defines certain classes of persons insured as being yet em- 
ployers so far as membership of the Committee or Council is con- 
cerned. ] 
§ 53. In all votes of the Committee and of the Supervising Council, 
the presiding officer, in case of a tie, shall have the casting vote. 


The By-laws. 


§ 54. For every Insurance Office by-laws shall be established by 
the Committee. These by-laws shall determine: (1) the number of 
members of the Committee, its duties, powers, meetings, the appoint- 
ment of the chairman of the Committee, and its procedure; (2) if 
an Advisory Council be established, the number of its members, 
the mode in which it shall be established, its duties and powers; (3) 
the mode in which the Fiduciaries shall be appointed, and their 
duties and powers; (4) the form in which the Governing Body 
shall announce its decisions and shall affix its signature for the Insur- 
ance Office, and, in case there should be added to the public officers 
other members of the Governing Body (§ 47, {| 2), the mode in which 
the Governing Body shall arrive at its decision, and the mode in 
which it shall be represented; (5) the mode in which the Insurance 
Office shall be represented as against the Governing Body; (6) the 
number of members of the Board of Arbitration; (7) the fees 
which shall be paid according to § 47, {[ 2, and § 58; (8) the pres- 
entation of the annual statements, in so far as the government of the 
federal state shall not have settled this; (9) the publication of 
these statements; (10) the newspapers through which notices shall 
be given; (11) the manner of amending the regulations. 

§ 55. It shall be reserved to the Committee: (1) to elect the members 
of the Board of Arbitration; (2) to audit the annual statements and 
to present objections to them; (3) to determine the conditions under 
which reinsurance associations shall be formed (§65); (4) to amend 
the by-laws ; (5) in case no Advisory Council is formed, to supervise 
the administration of business by the Governing Body. 

[$56 gives the Imperial Insurance Bureau thorough control over 
the by-laws. If it disapproves them, and if appeal to the Bundesrath 
fails to reverse its disapproval, new by-laws must be framed, or else 
are framed by the Bureau itself and imposed on the office. §§ 57 and 
58 provide that members of the Committee who deliberate on the 
by-laws shall receive fees; but otherwise the members of the Com- 
mittee and of the Supervising Council, and the Fiduciaries, receive 
only their expenses. Representatives of workmen, however, receive 
also reimbursement of wages lost. Subsequent sections forbid, under 
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penalty of fine, the refusal of election to the various offices, regulate 
the liability of the officers, and protect representatives of workmen 
from discharge because of absence on their official duties. ] 


Government Commissioner. 


§ 63. The federal government, in conjunction with the Chancellor of 
the empire, shall appoint for every Insurance Office a Commissioner, 
who shall represent the interests of the other Insurance Offices and of 
the empire. The Commissioner may attend all meetings of the officers 
of the Insurance Office and of the Boards of Arbitration; he may 
make motions against decisions by which disability is declared to 
exist or pensions granted (§§ 75, 77), and take any legal steps possible ; 
he may inspect the records. He shall be given due and timely notice 
of the business to be considered at meetings. The Commissioner 
shall have similar powers over the special associations authorized in 
§§5, 7. The Bundesrath shall have the power to issue instructions to 
the Commissioners. 

[§ 64 applies the provisions of the preceding sections to Joint 
Insurance Offices, with some modifications in detail. §65 permits 
separate offices to unite for partial or complete reinsurance. §§ 66 to 
69 regulate the mode in which new insurance districts may be formed 
or old ones changed, and the division of assets and settlement of 
disputes in such cases. ] 


III. Boarps or ARBITRATION. 


§ 70. For every Insurance Office there shall be established at least 
one Board of Arbitration. How many Boards there shall be, and 
where they shall sit, shall be determined by the government of the 
federal state in which the Insurance Office is established, or, in case 
the Insurance Office ramifies into several states, by the Imperial 
Insurance Bureau in consultation with the governments of the re- 
spective states. 

§ 71. Every Board of Arbitration shall consist of a permanent 
chairman and of members. There must be at least two members 
from among employers and two from among the persons insured. 
The chairman shall be appointed from among its officials by the 
government of the federal state in which the Insurance Office has its 
seat. A substitute shall be appointed to take his place when needed. 
The members shall be elected by the Committee of the Insurance 
Office, persons insured and employers voting separately. The num- 
ber of members shall be determined by the by-laws. The number 
from among employers and from among persons insured shall be the 
same. 
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[The next sections contain further details on the organization of 
the Boards of Arbitration. Election to them cannot be refused. 
Three members, of whom one must be an employer and one a person 
insured, constitute a quorum. They may examine witnesses under 
oath. The members get no pay; the representatives of the insured, 
however, have their wages reimbursed. } 

IV. Procedure. 
Determination of the Pension. 

§ 75. Persons who claim a pension for old age or for disability 
must present their claim to the lower administrative authority of 
their place of residence. The application must be accompanied with 
the receipt-card and with any other documents which may serve to 
substantiate it. If the application is for a pension for disability, the 
lower administrative authorities shall give notice to the Fiduciary 
appointed for that place, and to the officers of the sick association 
referred to in § 48, {[ 2, to which the applicant belongs, and shall give 
these an opportunity to express, within a reasonable time, their opin- 
ion on the application. The lower administrative authorities shall 
then forward the application, the documents pertaining to it, the 
record of the proceedings on it, and their own official opinion, to 
that Insurance Office to which, as the receipt-card shows, contributions 
have last been paid. 

The Governing Body of the Insurance Office shall then consider the 
application, and, if it is not to be rejected on its face, shall call in all 
earlier receipt-cards (§ 107). If the evidence so obtained does not 
warrant a decision, further inquiries are to be made, the expenses of 
which are to be borne by the Insurance Office. 

If the application is granted, the amount of the pension is to be 
calculated at once. The person who is to receive it shall then be 
given notice in writing, in such manner that he may know in what 
mode the calculation was made. A copy of the decision shall be sent 
to the Government Commissioner (§ 63). If the application is 
rejected, notice in writing is to be given, with a statement of the 
reasons. 

§76. An application for pension in case of disability is not to be 
rejected, on the assumption that the Act for Insurance against Acci- 
dent will yield a peusion in the case. On the contrary, the pension 
under this act, if it seems well founded in other respects, shall be 
fixed. 

The Insurance Office shall then be entitled to call on the Berufsge- 
nossenschaft to reimburse it for its payments to the disabled person. If 
the Berufsgenossenschaft denies that it is liable, the case shall be 
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settled in the manner prescribed in §§ 62, 63, of the Act of July 6, 
1884, for Insurance against Accident. In default of decision in this 
manner, recourse shall be had to the ordinary courts of law. 

§ 77. Appeal may be taken to the Board of Arbitration against a 
decision rejecting the application for a pension, and against the 
determination of its amount. The decision itself must state the term 
within which such an appeal must be made, and must mention the 
Board of Arbitration and the name and residence of its chairman. 
Any appeal must be presented within four weeks to the chairman 
of the Board of Arbitration. The appeal shall not postpone any 
pension awarded. 

§ 78. The decision of the Board is to be communicated to the appel- 
lant and to the Governing Body of the Insurance Office, and a copy is 
to be given to the Government Commissioner. 

[§§ 79-85 provide for a final appeal from the Boards of Arbitration 
to the Imperial Insurance Bureau. The procedure is carefully regu- 
lated, and the conditions under which a decision may be reversed are 
narrowly limited.] 

§ 86. When the pension has been fixed, notice must be given by the 
Governing Body of the Insurance Office to the applicant, with a cer- 
tificate of the sum payable to him, and a statement of the post-office 
($91) by which payments shall be made. Notice shall also be given 
to the lower administrative officials of the place where the pensioner 
resides. If the amount of the pension is subsequently changed, an- 
other certificate and statement must be given to the pensioner, and 
another notice commuuicated to the lower administrative authorities. 


Division of Accounts. 


§ 87. When the amount of the pension has once been finally set- 
tled, notice of the decision to that effect, officially certified, shall be 
sent to the Division of Accounts (Rechnungsbureau) of the Imperial 
Insurance Bureau, the receipt-cards being enclosed with the notice. 

§ 88. It shall be the duty of the Division of Accounts to undertake 
all calculations rendered necessary for the Imperial Insurance Bureau 
by this act. More particularly it shall be the duty of the Division: 
(1) to apportion the pensions; (2) to assist in preparing the statis- 
tics required in carrying out this act. 

§ 89. The Division of Accounts shall apportion the pensions be- 
tween the empire and the respective Insurance Offices. The appor- 
tionment shall take place as follows: the imperial supplement fixed 
by § 26 shall first be set aside; the pensions are then to be divided 
among the Insurance Offices in proportion to the contributions re- 
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ceived by them respectively on behalf of the pensioner; the empire, 
however, being charged with the burdens assumed by it under § 28. 

§ 90. The apportionment, with a statement of the figures on which 
it is based, must be commuuicated to the Governing Bodies of the 
respective Insurance Offices. Each Governing Body, within fourteen 
days after receipt of the notice, may enter protest. If no protest is 
made, the apportionment is definitive. If there be protest, decision on 
it shall be made, after hearing given to the Governing Bodies of the 
Insurance Offices concerned, by the Imperial Insurance Bureau. The 
Governing Bodies shall be given notice of such decision. When the 
apportionment of the pension between the various Insurance Offices 
shall have been finally settled, the Division of Accounts shall send 
notice thereof to the Governing Body of the Insurance Office at whose 
instance the pension has been fixed. 

[§§ 91-93 provide that pensions shall be paid through the post. 
After the first year, the Insurance Offices must place in the hands of 
the post-office a working capital, not exceeding the payments of the 
preceding year. $94 applies the provisions of earlier sections, with 
the needed modifications, to the special associations of §§ 5-7.] 


Repayment of Contributions. 

§ 95. When an application for repayment of contributions is made 
(§§ 30, 31), the documents on which it is based shall be presented to 
the Governing Body of that Insurance Office to which contributions 
have last been paid. The procedure in such cases shall take place in 
the manner prescribed in §§ 75, 77-82, 87, 89, 93, with the modifica- 
tion, however, that the Government Commissioner shall not be per- 
mitted to interfere, and that appeal and revision have the effect of 
postponing the payments awarded. 

Amount of the Contributions. 

§ 96. For the first period of contribution (§ 20), every Insurance 
Office, unless there be other determination according to § 98, shall 
raise the following weekly contributions : — 

In Wages Class 1, 14 pfennigs. 
“ “ “ =. 290 “ 


“ “ “ 3, 24 “ 
“ “ “ 4, 80 “ 


§ 97. For the periods of contribution after the first, the amount of 
the contribution shall be decided on the basis prescribed in §§ 20, 
21, 24, by the Committee of each Insurance Office, after a hearing to 
the Governing Body. In so doing, excesses or deficits which may 
result from the earlier contributions shall be wiped out by the later 
contributions. These settlements must be approved by the Imperial 
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Insurance Bureau. If no settlement is made within a month of the 
close of the period of contribution, the Imperial Insurance Bureau 
shall fix the amount,of the contributions for the next following period 
for all persons insured by the Insurance Office, on the basis speci- 
fied in § 24. The amount of the contributions, and the date when 
they shall begin, are to be published in the same manner as other 
official notices of the Insurance Offices. The publication must take 
place, at the latest, two weeks before the date when the contribu- 
tions are to begin. 

§ 98. The Insurance Office shall have the power to fix for the first 
period of contribution, or for a part of it, contributions different from 
those specified in § 96, having regard always to the requirements 
of §$ 20, 21, and 24. Such a change must be approved by the Impe- 
rial Insurance Bureau, and shall in any case be subject to the require- 
ments of § 97. 

Stamps. 

§ 99. For the purpose of collecting the contributions, every Insur- 
ance Office shall issue, for the wages classes which exist within its 
district, stamps, each good for a certain sum. The Imperial Insur- 
ance Bureau shall determine the form and color of the stamps, and 
the length of time for which they shall be valid. Stamps which have 
ceased to be valid can be exchanged at the usual places of issue, 
within two years after their validity has ceased, for valid stamps. 

Insurance Office stamps shall be on sale at every post-office in the 
district, and at such other places as may be designated, and shall be 
sold fur their face value. 

Payments of the Contributions. 

§ 100. The contributions of the employers and of the insured shall 
be paid by that employer who has hired the person insured during 
the calendar week. If the same employer does not hire the person 
throughout the week, the full weekly amount shall be paid by that 
employer who has hired the workman first. If the number of days 
during which work was done cannot be determined, contribution is 
to be made for as many days as would be presumably needed for the 
work done. If there be dispute, the lower administrative author- 
ities, on the application of either party, shall decide without appeal. 
The Insurance Office may issue special regulations on the determina- 
tion of contributions of this sort, subject, however, to the approval 
of the Imperial Insurance Bureau. 


Receipt-cards. 


§101. The payment of the contribution takes place by stamps 
pasted on to the receipt-cards of the person insured. If such person 


| 
| 
| 


120 QUARTERLY JOURNAL OF ECONOMICS 


is not provided with a receipt-card, the employer may buy one on his 
account, deducting its cost from the next payment of wages. 

Every receipt-card shall have on its face the year and day of its 
issue, the regulations in regard to its use (§ 108), and the penal 
provision of §151. For the rest, its form shall be fixed by the Bun- 
desrath. The expenses of the receipt-card, in so far as they may not 
be chargeable to the person insured by {J 1 of this section, shall be 
borne by the Insurance Office of the district of issue. 

§ 102. On every receipt-card there shall be room for pasting the 
stamps of forty-seven weeks of contribution. The cards of each per- 
son insured shall be numbered successively. The first card issued 
to him shall have at its head the name of the Insurance Office in 
whose district he is then employed. Every card thereafter shall have 
at its head the name of that Insurance Office which is written at 
the head of the card next preceding. If the name on a later card 
is different from the name on the first card, the name on the first 
card shall be decisive. The person insured shall have the right at 
any time to get at his own expense a new receipt-card in exchange 
for his old one. 

§ 108. The issue and exchange of receipt-cards shall take place at 
offices to be designated by the federal government. The offices so 
designated shall reckon up the face value of the stamps pasted on the 
cards, in such manner that it shall appear how many weeks of 
contribution in each wages class are to be credited to the bearer 
of the card. At the same time, the duration of certified sickness and 
of military service is to be stated. A certificate of the total arrived 
at in this way shall be given to the bearer of the card. 

§ 104. A receipt-card ceases to be valid unless handed in for ex- 
change before the close of the third year following the year inscribed 
at the head of the card, under § 101. If there be grounds for assum- 
ing that the person insured has failed without fault of his own to 
present the card exchanged, the Governing Body of the Insurance 
Office of the place of his employment may yet accept his receipt-card 
as valid. 

§ 105. Receipt-cards which have been lost, defaced, or destroyed, 
are to be replaced with new ones. Such new receipt-card shall have 
inscribed upon it, with official attestation, the amount of such con- 
tributions as may be proved to have been paid up to the date of the 
loss. 

§ 106. The person insured, within two weeks after receiving his 
certificate under § 103 or a new receipt-card under § 105, may protest 
against the contents of the certificate or new card. If his protest 
be not regarded, he may appeal within another two weeks to the 
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authority having primary jurisdiction over matters of employment. 
This authority shall decide finally. 

§ 107. Receipt-cards, when turned in at the designated offices, shall 
be sent to the Insurance Office of the district, and by this Insurance 
Office shall be forwarded to the Insurance Office whose name is 
inscribed at their head. 

The Bundesrath shall decide under what conditions receipt-cards 
shall be destroyed. 

§ 108. It shall be unlawful to enter on a receipt-card any expression 
as to the conduct or capacity of its bearer, or any entries other than 
those provided for by this act. Receipt-cards containing such entries 
or expressions shall be retained by the authorities into whose hands 
they come. The authorities in such case shall cause new cards to 
be issued in the manner prescribed in § 105. The employer, or any 
third person, is forbidden to retain the receipt-cards in his hands 
after the stamps have been pasted on them; but this provision shall 
not apply to the revision of the cards by the authorities or their 
agents for purposes of exchange, accounting, correction, or transfer. 
If receipt-cards are retained in violation of this provision, the local 
powers shall take them from the refractory person and return them 
to their owners. The recusant shall be liable to the owner for all 
damages arising from his refusal. 

§ 109. The employer shall paste on the receipt-card, at every pay- 
ment of wages, stamps of the amount due according to § 100 for the 
wages class of the persons insured by him (§ 22). If contributions 
differ for different occupations (§ 34), stamps shall be pasted in for 
the amount settled for each occupation by the Insurance Office of 
the place of employment. The employer must procure the stamps 
at his own expense. 

The stamps must be pasted continuously on the receipt-card. The 
Bundesrath shall prescribe in what manner stamps shall be cancelled, 
and fix penalties for failure to cancel them. 

The employers shall be entitled at every payment of wages to 
deduct one-half the contributions paid on account of the persons 
employed by them. The deductions may extend at any one time to 
those contributions only which were due for the last two payments 
of wages. 

§ 110. The payment of contribution on behalf of those persons to 
whom the compulsion to insure is extended by § 2 shall be regulated 
by the Bundesrath. 

§ 111. The Bundesrath may determine generally, or any Insurance 
Office may determine in regard to persons insured in its own district, 
that persons who are not regularly in the service of any one employer 
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may pay their contributions in advance, in place of payment by the 
employers. If a person insured has, on the basis of regulations of 
this sort, paid full weekly contributions, the employer who would be 
liable to payment of contributions under § 100 shall be liable to the 
person insured for one-half of the contributions so paid. 

§ 112. The government of the federal state, or with its consent any 
Insurance Office through its by-laws, or with the consent of the higher 
administrative authorities any communal association or commune, 
may vary the provisions of § 109 as follows: — 

(1) It may be provided that the contributions of those insured 
persons who belong to a sick association (§ 135) shall be collected by 
such association from the employers, the sick association pasting on 
to the receipt-cards stamps to the amount of the contributions col- 
lected by it. 

(2) It may be provided that the contributions for those persons 
who belong to no sick association may be similarly collected by the 
communal authorities, by other agents designated by the govern- 
ments of the federal state, or by local collection agencies established 
by the Insurance Offices. 

In cases of this sort, regulations can be issued requiring notice 
from the employer of employment and discharge, under penalty of 
fines not exceeding 100 marks. 

If measures of this sort have been taken for the collection of contri- 
butions, the employers are entitled to deduct from the wages of the 
persons employed by them one-half the contributions falling due 
for two periods of payment. 

The Insurance Offices must furnish the sick association, or other 
agents for collecting contributions, with the stamps they may need, 
and shall pay them a commission, to be determined by the govern- 
ment of the federal state. 

§ 113. If regulations such as are permitted by § 112, { 1, have been 
made, further regulations can similarly be made as follows: (1) that 
the issue and exchange of receipt-cards (§$ 103 and 105) shall be 
undertaken by the agents delegated to collect the contributions ; 
(2) that the contributions of those insured persons who are hired for 
less than one week shall be paid, one-half directly by the insured, 
one-half by the communal association or commune, the second half 
being then collected from the employers. 

§114. The measures permitted by § 112, { 1, and § 113, can be 
adopted for a sick association (§ 135) by its by-laws; and they can 
be adopted for those insured persons who belong to a sick association 
established for an industry carried on by the empire or the federal 
state, by the officers in charge of such associations. 
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§ 115. The persons insured may deposit their receipt-cards at the 
agency for collecting contributions, so long as they are insured in 
the district to which the agency belongs. 

§ 116. In the division of contributions between employers and per- 
sons insured, any fractions of pfennigs shall be counted as full pfen- 
nigs for the employer; while the person insured shall pay his contri- 
bution minus fractions of pfennigs. 


Voluntary Continuation of Insurance. 


§ 117. Persons who cease to have part in the insurance system may 
yet continue to adhere to it voluntarily, or may renew their adher- 
ence to it (§ 32, {| 2). They may do so by paying to that Insurance 
Office in whose district they reside the contributions fixed for 
Wages Class 2, provided that they also add, for each week of vol- 
untary contribution, a supplementary stamp. During any single 
calendar year, no more than fifty-two weeks of contribution can be 
credited to them. 

In regard to the waiting-time for the pension in case of disability, 
contributions so paid voluntarily for the continuation or renewal of 
adherence to the insurance system can only be counted if contribu- 
tions for 117 weeks of contributions have already been paid, either 
compulsorily for the insured or under the provisions of § 8. 

The stamps issued under {1 of this section shall be cancelled. 
Cancellation shall take place at agencies to be designated by the fed- 
eral governments, on condition, however, that the required amount in 
supplemental stamps has been added. 

§ 118. Independent employers, not employing regularly more than 
one workman, on whose account there shall have been paid compul- 
sory contributions under this act for at least five years of contribu- 
tion, shall be freed from the obligation of adding supplemental 
stamps in case they continue or renew their adherence to the insur- 
ance system. 

§ 119. If a person insured under this act has been once employed, 
and if his employment ceases in such manner that compulsory insur- 
ance ceases for the time being, his adherence to the insurance system 
may be continued for the period of four months, without any obliga- 
tion to add supplemental stamps, if either the employer or the person 
insured continues to pay the former contributions. 


Self-insurance. 

§ 120. Persons who insure themselves under the provisions of § 8 
shall pay to the Insurance Office in whose district they are employed, 
in addition to the full contribution, a supplementary stamp for each 
week of self-insurance. The stamps for the regular contributions 
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and the supplementary stamps are to be cancelled in the manner 
prescribed in § 117. 
Supplementary Stamps. 

§ 121. Supplementary stamps are issued on account of the empire. 
Their value is designated on their face; and they shall be distin- 
guished by form and color, in such manner as the Imperial Insurance 
Bureau shall judge expedient, from the stamps of the Insurance 
Offices. 

These supplementary stamps can be bought, until further deter- 
mination by the Bundesrath, for their face value at all post-offices 
and at all agencies established by the Insurance Office for the sale 
of stamps. The face value of the supplementary stamps shall be 
eight pfennigs per week of contribution. 

[§§ 122-125 provide for the decision by the lower administrative 
authorities of disputes as to the amount of contributions payable for 
particular persons, and for such correction of receipt-cards as may be 
called for by the decisions. An appeal lies to the higher administra- 
tive authorities. ] 

Checks. 

§ 126. Regulations for checking the administration of the system 
may be issued by the Insurance Office, subject to the approval of the 
Imperial Insurance Bureau. The office may compel the employers to 
obey these regulations, under penalty of fine not exceeding 100 marks. 
The Imperial Insurance Bureau may order the issue of regulations of 
this sort, and, if its order be not obeyed, may issue them itself. 

The employers must, on request, inform representatives of the 
Insurance Offices, and the public officers in whose hands the system of 
checks has been put, of the number of persons employed by them, 
and the duration of the employment. They must permit access, 
during working hours, to their establishments, and to the books and 
accounts by which these facts may be ascertained. Similarly, per- 
sons insured must give information in regard to the character and 
duration of their employment. The employers and the persons 
insured must, moreover, hand in the receipt-cards on demand, that 
corrections may be made or certificates prepared or checks applied. 
They may be compelled to do so by the lower administrative author- 
ities, under penalty of fine not exceeding 300 marks. 

§ 127. Corrections on the receipt-cards, if the persons concerned are 
agreed on them, may be made in the manner specified in § 125 by 
the authorities who administer the system of checks, or by the bodies 
which collect the contributions. In the absence of such agreement, 
corrections may be entered after settlement of disputes in the manner 
prescribed in §§ 122-124. 
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§ 128. All costs arising from the system of checks shall be borne by 
the Insurance Offices. The Governing Body of the Insurance Office 
may impose on the employer expenses directly caused by his failure 
to fulfil the duties imposed upon him. He may appeal from an order 
to this effect, within two weeks after notice of it has been given him, 
to the lower administrative authority (§ 122), whose decision shall be 
final. Costs of this sort shall be collected by the same process as 
communal taxes. 

Administration of the Funds, 


§ 129. The disposable funds of the Insurance Offices are to be 
invested at interest, according to the provisions of § 76 of the Act for 
Insurance against Accident. 

On application of the Insurance Office, the communal association 
or the Governing Body of the federal state, as the case may be, may 
grant permission, subject, however, to revocation, to invest the funds 
of the office in other interest-bearing securities or in Jand. In case of 
Joint Insurance Offices whose constituent parts cannot come to agree- 
ment, applications of this sort are decided by the government of the 
federal state, or, if there be several federal governments concerned, 
by the Bundesrath. But in no case shall more than one-fourth of the 
property of any Insurance Office be so invested. The government 
of that federal state in whose territory the Insurance Office has its 
seat shall issue regulations for the deposit of cash and securities at 
public offices or agencies. 

§ 130. Every Insurance Office shall send to the Imperial Insurance 
Bureau, in the form and at periods to be determined by it, general 
statements of its affairs and accounts. The form of the accounts to 
be kept by the Insurance Offices shall be regulated by the Imperial 
Insurance Bureau. The insurance year shall be the calendar year. 


V. SuPERINTENDENCE. 
The Imperial Insurance Bureau. 


§ 131. The Insurance Offices are subject to the superintendence of 
the Imperial Insurance Bureau. Its right of superintendence ex- 
tends also to the observance of all regulations and by-laws. 

All decisions of the Imperial Insurance Bureau are final, unless 
otherwise specified in this act. 

The Imperial Insurance Bureau may at any time inspect and exam- 
ine the accounts of the Insurance Office. The members of every 
Governing Body, and other representatives of Insurance Offices, must 
produce, on the demand of the Imperial Insurance Bureau, their 
books, vouchers, securities, cash, and all papers bearing on the con- 
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tents of the books or on the assignment of pensions. For this pur- 
pose, and for the enforcement of law and all regulations made under 
it, the Imperial Insurance Bureau may impose fines not exceeding 
1,000 marks. 

[§§ 132, 133, define further the powers of the Imperial Insurance 
Bureau, and its procedure. § 134 gives similar powers to Federal 
Insurance Bureaus in states where there are such. ] 


VI. Conctupine Provisions; PENALTIES; PERIOD OF TRANSI- 
TION. 


[§ 185 defines what are sick associations in the sense of this act. 
§ 136 makes some special provisions for seamen. §§ 137-141 regulate 
various details in the machinery, make dues of the Insurance Offices 
collectable like communal taxes, exempt from stamp taxes all docu- 
ments connected with the insurance system, require the public au- 
thorities to give to the Imperial Bureau or to the Insurance Offices 
any information they may require, and impose the same obligation 
on the Berufsgenossenschaften, on sick associations, and on Insurance 
Offices, as between themselves. §§ 142-155 prescribe the penalties 
by which the act is to be enforced. Employers are subject to fine, 
if they fail to give the information Insurance Offices require, or fail 
to paste the proper amount of stamps on cards of the persons em- 
ployed by them. They may be punished by fine or imprisonment if 
they endeavor to contract themselves out of the act, and such con- 
tracts are void. They are similarly punished by fine or imprisonment 
for making other than the legal entries on the receipt-cards. The 
various officers and representatives are subject to fine and imprison- 
ment, if they have revealed business secrets. The counterfeiting of 
the insurance stamps is punished heavily. Persons who insure them- 
selves or insure voluntarily under §§ 8 and 117 are subject to fine, 
if they fail to supply the supplementary marks which they are re- 
quired to procure. ] 

Period of Transition. 

§ 156. For those persons insured who may become disabled during 
the first five years after this act takes effect, and for whom the legal 
contributions have been paid compulsorily during one year of contri- 
bution, the waiting-time for the pension in case of disability (§ 16) 
shall be diminished by that number of weeks for which they shall be 
proved to have been in an employment which under this act would 
give rise to compulsory insurance, provided, however, that only weeks 
of employment within five years before this act takes effect shall so 
count. This section shall not apply to the persons designated in § 8. 
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In fixing the average wages (§ 9, { 3), the first wages class shall 
be reckoned for that length of time by which the waiting-time is 
diminished. 

The provisions of § 117, {[ 2, shall not apply to those contributions 
which are paid voluntarily during the first four years after this act 
takes effect. 

§ 157. For persons who have completed the fortieth year of life at 
the time when this act takes effect, and who shall prove that during 
the three calendar years preceding such time they have been actually 
employed at least one hundred and forty-one weeks in an occupation 
which would give rise to compulsory insurance under this act, the 
waiting-time for the pension in case of old age shall be diminished 
by as many years of contribution as their own years of life exceed 
forty at the time when this act takes effect, anything to the contrary 
in § 32 notwithstanding. 

§ 158. Periods of sickness, as defined'in $17, {[ 2, and periods of 
military service, shall be considered equivalent to periods of employ- 
ment, as defined in §§ 156, 157. 

A period of interruption in work, such as is provided for in § 119, 
shall also be counted as a period of employment, provided the inter- 
ruption in any calendar year does not extend beyond four months. 

§ 159. Old age pensions granted under § 157 within the first ten 
years after the act takes effect shall be calculated as follows: for the 
period before the act takes effect, that wages class shall be taken into 
account to which the person insured would belong according to his 
average annual earnings during the one hundred and forty-one weeks 
required by § 157, provided that the rate be not lower than that of 
Wages Class 1; for the period after the act takes effect, that wages 
class shall be taken into account which appears from the contribu- 
tions actually paid on his behalf (§ 26, {[ 2). 

For all pensions granted later than ten years after the act takes 
effect, the pensions shall be based upon that wages class which 
appears from the contributions paid after the act takes effect. If 
during this period contributions have been paid in different wages 
classes, the time during which payments have been made in each 
class shall count in the proportion it bears to the total time for which 
contributions were paid. 

§ 160. In dividing the pensions granted during the first fifteen 
years after this act takes effect between the different Insurance 
Offices, the Division of Accounts shall act as follows: every Insur- 
ance Office within whose district the person insured has been 
employed during the fifteen years immediately preceding the date 
when this act takes effect shall contribute to his pension as if during 
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this time contributions had been paid on behalf of that person in 
Wages Class 1. 

Every Insurance Office which is in this way burdened with part of 
the pension shall have the right, after receiving the notice described 
in § 90, and within the term of two weeks, to prove that an employ- 
ment such as is described in 9 1 of this section had existed in the 
district of some other Insurance Office also. This proof, under pen- 
alty of not being received, must be furnished within three months 
of the end of the two weeks’ term. 

Before a distribution is made, a hearing must be given to those 
Insurance Offices to whom the previous employments would assign 
a burden. Should these latter object, the Imperial Insurance 
Bureau shall settle whether and how far they are to be drawn on. 

§ 161. The proofs required in §§ 157 and 160 may be given by cer- 
tificates from the lower administrative authorities of the respective 
places of employment, or may be given by an attested affidavit of the 
employers. 

§ 162. Those provisions of the present act which bear on the pre- 
liminary arrangements necessary for carrying out insurance in case 
of disability and old age shall take effect on the day on which this 
act is proclaimed. The date on which the other provisions of the act 
take effect, wholly or partly, shall be determined by imperial order, 
with the approval of the Bundesrath. 

The provisions of § 99, J 2, and § 121, | 2, take effect in the 
Kingdoms of Bavaria and Wiirtemberg only with the consent of 
these federal states. 


